BerxksuireE Hatuaway wc. 


2009 
ANNUAL REPORT 


Business Activities 


Berkshire Hathaway Inc. is a holding company owning subsidiaries that engage in a number of diverse 
business activities including property and casualty insurance and reinsurance, utilities and energy, freight rail 
transportation, finance, manufacturing, services and retailing. Included in the group of subsidiaries that 
underwrite property and casualty insurance and reinsurance is GEICO, the third largest private passenger auto 
insurer in the United States and two of the largest reinsurers in the world, General Re and the Berkshire 
Hathaway Reinsurance Group. Other subsidiaries that underwrite property and casualty insurance include 
National Indemnity Company and affiliated insurance entities, Medical Protective Company, Applied 
Underwriters, U.S. Liability Insurance Company, Central States Indemnity Company, Kansas Bankers Surety, 
Cypress Insurance Company, BoatU.S. and several other subsidiaries referred to as the “Homestate Companies.” 


MidAmerican Energy Holdings Company (“MidAmerican’) is an international energy holding company 
owning a wide variety of operating companies engaged in the generation, transmission and distribution of energy. 
Among MidAmerican’s operating energy companies are Northern Electric and Yorkshire Electricity; 
MidAmerican Energy Company; Pacific Power and Rocky Mountain Power; and Kern River Gas Transmission 
Company and Northern Natural Gas. In addition, MidAmerican owns HomeServices of America, a real estate 
brokerage firm. Burlington Northern Santa Fe Corporation (“BNSF”), acquired by Berkshire on February 12, 
2010, operates one of the largest railroad systems in North America. In serving the Midwest, Pacific Northwest 
and the Western, Southwestern and Southeastern regions and ports of the U.S., BNSF transports a range of 
products and commodities derived from manufacturing, agricultural and natural resource industries. 


Berkshire’s finance and financial products businesses primarily engage in proprietary investing strategies 
(BH Finance), commercial and consumer lending (Berkshire Hathaway Credit Corporation and Clayton Homes) 
and transportation equipment and furniture leasing (XTRA and CORT). McLane Company is a wholesale 
distributor of groceries and nonfood items to discount retailers, convenience stores, quick service restaurants and 
others. The Marmon Group is an international association of approximately 130 manufacturing and service 
businesses that operate independently within diverse business sectors. Shaw Industries is the world’s largest 
manufacturer of tufted broadloom carpet. 


Numerous business activities are conducted through Berkshire’s other manufacturing, services and retailing 
subsidiaries. Benjamin Moore is a formulator, manufacturer and retailer of architectural and industrial coatings. 
Johns Manville is a leading manufacturer of insulation and building products. Acme Building Brands is a 
manufacturer of face brick and concrete masonry products. MiTek Inc. produces steel connector products and 
engineering software for the building components market. Fruit of the Loom, Russell, Vanity Fair, Garan, 
Fechheimer, H.H. Brown Shoe Group and Justin Brands manufacture, license and distribute apparel and 
footwear under a variety of brand names. FlightSafety International provides training to aircraft operators. 
NetJets provides fractional ownership programs for general aviation aircraft. Nebraska Furniture Mart, R.C. 
Willey Home Furnishings, Star Furniture and Jordan’s Furniture are retailers of home furnishings. Borsheims, 
Helzberg Diamond Shops and Ben Bridge Jeweler are retailers of fine jewelry. 


In addition, other manufacturing, service and retail businesses include: The Buffalo News, a publisher of a 
daily and Sunday newspaper; See’s Candies, a manufacturer and seller of boxed chocolates and other 
confectionery products; Scott Fetzer, a diversified manufacturer and distributor of commercial and industrial 
products; Albecca, a designer, manufacturer and distributor of high-quality picture framing products; CTB 
International, a manufacturer of equipment for the livestock and agricultural industries; International Dairy 
Queen, a licensor and service provider to about 5,800 stores that offer prepared dairy treats and food; The 
Pampered Chef, the premier direct seller of kitchen tools in the U.S.; Forest River, a leading manufacturer of 
leisure vehicles in the U.S.; Business Wire, the leading global distributor of corporate news, multimedia and 
regulatory filings; [scar Metalworking Companies, an industry leader in the metal cutting tools business; T77, 
Inc., a leading distributor of electronic components and Richline Group, a leading jewelry manufacturer. 


Operating decisions for the various Berkshire businesses are made by managers of the business units. 
Investment decisions and all other capital allocation decisions are made for Berkshire and its subsidiaries by 
Warren E. Buffett, in consultation with Charles T. Munger. Mr. Buffett is Chairman and Mr. Munger is Vice 
Chairman of Berkshire’s Board of Directors. 
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Berkshire’s Corporate Performance vs. the S&P 500 


Annual Percentage Change 


in Per-Share in S&P 500 
Book Value of | with Dividends Relative 
Berkshire Included Results 

Year (1) (2) (1)-2) 
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VOTO) reg Bae nich bet Regie bee bs PED ated see ERE 12.0 3.9 8.1 
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OOD sasceesal ence ae acinantsd sidan atest naeaiaiaeduncantcn atte dete ded bods Radearsudsauatecade a hoantuse 43.1 37.6 5 
9G «seksi vacate tbeatandes seteac dtd lane wre hob alana, dyed boatman artes ater 31.8 23.0 8.8 
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Compounded Annual Gain — 1965-2009 ..............0..00000. 20.3% 9.3% 11.0 
Overall Gain — 1964-2009 1.0... cee 434,057% 5,430% 


Notes: Data are for calendar years with these exceptions: 1965 and 1966, year ended 9/30; 1967, 15 months ended 
12/31. 


Starting in 1979, accounting rules required insurance companies to value the equity securities they hold at market 
rather than at the lower of cost or market, which was previously the requirement. In this table, Berkshire’s results 
through 1978 have been restated to conform to the changed rules. In all other respects, the results are calculated using 
the numbers originally reported. 


The S&P 500 numbers are pre-tax whereas the Berkshire numbers are after-tax. If a corporation such as Berkshire 
were simply to have owned the S&P 500 and accrued the appropriate taxes, its results would have lagged the S&P 500 
in years when that index showed a positive return, but would have exceeded the S&P 500 in years when the index 
showed a negative return. Over the years, the tax costs would have caused the aggregate lag to be substantial. 


BERKSHIRE HATHAWAY INC. 


To the Shareholders of Berkshire Hathaway Inc.: 


Our gain in net worth during 2009 was $21.8 billion, which increased the per-share book value of both 
our Class A and Class B stock by 19.8%. Over the last 45 years (that is, since present management took over) 
book value has grown from $19 to $84,487, a rate of 20.3% compounded annually.* 


Berkshire’s recent acquisition of Burlington Northern Santa Fe (BNSF) has added at least 65,000 
shareholders to the 500,000 or so already on our books. It’s important to Charlie Munger, my long-time partner, 
and me that all of our owners understand Berkshire’s operations, goals, limitations and culture. In each annual 
report, consequently, we restate the economic principles that guide us. This year these principles appear on pages 
89-94 and I urge all of you — but particularly our new shareholders — to read them. Berkshire has adhered to these 
principles for decades and will continue to do so long after I’m gone. 


In this letter we will also review some of the basics of our business, hoping to provide both a freshman 
orientation session for our BNSF newcomers and a refresher course for Berkshire veterans. 


How We Measure Ourselves 


Our metrics for evaluating our managerial performance are displayed on the facing page. From the start, 
Charlie and I have believed in having a rational and unbending standard for measuring what we have — or have 
not — accomplished. That keeps us from the temptation of seeing where the arrow of performance lands and then 
painting the bull’s eye around it. 


Selecting the S&P 500 as our bogey was an easy choice because our shareholders, at virtually no cost, can 
match its performance by holding an index fund. Why should they pay us for merely duplicating that result? 


A more difficult decision for us was how to measure the progress of Berkshire versus the S&P. There are 
good arguments for simply using the change in our stock price. Over an extended period of time, in fact, that is 
the best test. But year-to-year market prices can be extraordinarily erratic. Even evaluations covering as long as a 
decade can be greatly distorted by foolishly high or low prices at the beginning or end of the measurement 
period. Steve Ballmer, of Microsoft, and Jeff Immelt, of GE, can tell you about that problem, suffering as they do 
from the nosebleed prices at which their stocks traded when they were handed the managerial baton. 


The ideal standard for measuring our yearly progress would be the change in Berkshire’s per-share intrinsic 
value. Alas, that value cannot be calculated with anything close to precision, so we instead use a crude proxy for 
it: per-share book value. Relying on this yardstick has its shortcomings, which we discuss on pages 92 and 93. 
Additionally, book value at most companies understates intrinsic value, and that is certainly the case at 
Berkshire. In aggregate, our businesses are worth considerably more than the values at which they are carried on 
our books. In our all-important insurance business, moreover, the difference is huge. Even so, Charlie and I 
believe that our book value — understated though it is — supplies the most useful tracking device for changes in 
intrinsic value. By this measurement, as the opening paragraph of this letter states, our book value since the start 
of fiscal 1965 has grown at a rate of 20.3% compounded annually. 


*All per-share figures used in this report apply to Berkshire’s A shares. Figures for the B shares are 
1/1500" of those shown for A. 


We should note that had we instead chosen market prices as our yardstick, Berkshire’s results would 
look better, showing a gain since the start of fiscal 1965 of 22% compounded annually. Surprisingly, this modest 
difference in annual compounding rate leads to an 801,516% market-value gain for the entire 45-year period 
compared to the book-value gain of 434,057% (shown on page 2). Our market gain is better because in 1965 
Berkshire shares sold at an appropriate discount to the book value of its underearning textile assets, whereas 
today Berkshire shares regularly sell at a premium to the accounting values of its first-class businesses. 


Summed up, the table on page 2 conveys three messages, two positive and one hugely negative. First, 
we have never had any five-year period beginning with 1965-69 and ending with 2005-09 — and there have been 
41 of these — during which our gain in book value did not exceed the S&P’s gain. Second, though we have lagged 
the S&P in some years that were positive for the market, we have consistently done better than the S&P in the 
eleven years during which it delivered negative results. In other words, our defense has been better than our 
offense, and that’s likely to continue. 


The big minus is that our performance advantage has shrunk dramatically as our size has grown, an 
unpleasant trend that is certain to continue. To be sure, Berkshire has many outstanding businesses and a cadre of 
truly great managers, operating within an unusual corporate culture that lets them maximize their talents. Charlie 
and I believe these factors will continue to produce better-than-average results over time. But huge sums forge 
their own anchor and our future advantage, if any, will be a small fraction of our historical edge. 


What We Don’t Do 


Long ago, Charlie laid out his strongest ambition: “All I want to know is where I’m going to die, so P'll 
never go there.” That bit of wisdom was inspired by Jacobi, the great Prussian mathematician, who counseled 
“Invert, always invert” as an aid to solving difficult problems. (I can report as well that this inversion approach 
works on a less lofty level: Sing a country song in reverse, and you will quickly recover your car, house and 
wife.) 


Here are a few examples of how we apply Charlie’s thinking at Berkshire: 


e Charlie and I avoid businesses whose futures we can’t evaluate, no matter how exciting their 
products may be. In the past, it required no brilliance for people to foresee the fabulous growth 
that awaited such industries as autos (in 1910), aircraft (in 1930) and television sets (in 1950). But 
the future then also included competitive dynamics that would decimate almost all of the 
companies entering those industries. Even the survivors tended to come away bleeding. 


Just because Charlie and I can clearly see dramatic growth ahead for an industry does not mean 
we can judge what its profit margins and returns on capital will be as a host of competitors battle 
for supremacy. At Berkshire we will stick with businesses whose profit picture for decades to 
come seems reasonably predictable. Even then, we will make plenty of mistakes. 


e We will never become dependent on the kindness of strangers. Too-big-to-fail is not a fallback 
position at Berkshire. Instead, we will always arrange our affairs so that any requirements for cash 
we may conceivably have will be dwarfed by our own liquidity. Moreover, that liquidity will be 
constantly refreshed by a gusher of earnings from our many and diverse businesses. 


When the financial system went into cardiac arrest in September 2008, Berkshire was a supplier 
of liquidity and capital to the system, not a supplicant. At the very peak of the crisis, we poured 
$15.5 billion into a business world that could otherwise look only to the federal government for 
help. Of that, $9 billion went to bolster capital at three highly-regarded and previously-secure 
American businesses that needed — without delay — our tangible vote of confidence. The remaining 
$6.5 billion satisfied our commitment to help fund the purchase of Wrigley, a deal that was 
completed without pause while, elsewhere, panic reigned. 


We pay a steep price to maintain our premier financial strength. The $20 billion-plus of cash- 
equivalent assets that we customarily hold is earning a pittance at present. But we sleep well. 


e We tend to let our many subsidiaries operate on their own, without our supervising and 
monitoring them to any degree. That means we are sometimes late in spotting management 
problems and that both operating and capital decisions are occasionally made with which Charlie 
and I would have disagreed had we been consulted. Most of our managers, however, use the 
independence we grant them magnificently, rewarding our confidence by maintaining an owner- 
oriented attitude that is invaluable and too seldom found in huge organizations. We would rather 
suffer the visible costs of a few bad decisions than incur the many invisible costs that come from 
decisions made too slowly — or not at all — because of a stifling bureaucracy. 


With our acquisition of BNSF, we now have about 257,000 employees and literally hundreds of 
different operating units. We hope to have many more of each. But we will never allow Berkshire 
to become some monolith that is overrun with committees, budget presentations and multiple 
layers of management. Instead, we plan to operate as a collection of separately-managed medium- 
sized and large businesses, most of whose decision-making occurs at the operating level. Charlie 
and I will limit ourselves to allocating capital, controlling enterprise risk, choosing managers and 
setting their compensation. 


e We make no attempt to woo Wall Street. Investors who buy and sell based upon media or analyst 
commentary are not for us. Instead we want partners who join us at Berkshire because they wish 
to make a long-term investment in a business they themselves understand and because it’s one that 
follows policies with which they concur. If Charlie and I were to go into a small venture with a 
few partners, we would seek individuals in syne with us, knowing that common goals and a shared 
destiny make for a happy business “marriage” between owners and managers. Scaling up to giant 
size doesn’t change that truth. 


To build a compatible shareholder population, we try to communicate with our owners directly 
and informatively. Our goal is to tell you what we would like to know if our positions were 
reversed. Additionally, we try to post our quarterly and annual financial information on the 
Internet early on weekends, thereby giving you and other investors plenty of time during a 
non-trading period to digest just what has happened at our multi-faceted enterprise. (Occasionally, 
SEC deadlines force a non-Friday disclosure.) These matters simply can’t be adequately 
summarized in a few paragraphs, nor do they lend themselves to the kind of catchy headline that 
journalists sometimes seek. 


Last year we saw, in one instance, how sound-bite reporting can go wrong. Among the 12,830 
words in the annual letter was this sentence: “We are certain, for example, that the economy will 
be in shambles throughout 2009 — and probably well beyond — but that conclusion does not tell us 
whether the market will rise or fall.”” Many news organizations reported — indeed, blared — the first 
part of the sentence while making no mention whatsoever of its ending. I regard this as terrible 
journalism: Misinformed readers or viewers may well have thought that Charlie and I were 
forecasting bad things for the stock market, though we had not only in that sentence, but also 
elsewhere, made it clear we weren’t predicting the market at all. Any investors who were misled 
by the sensationalists paid a big price: The Dow closed the day of the letter at 7,063 and finished 
the year at 10,428. 


Given a few experiences we’ve had like that, you can understand why I prefer that our 
communications with you remain as direct and unabridged as possible. 
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Let’s move to the specifics of Berkshire’s operations. We have four major operating sectors, each 
differing from the others in balance sheet and income account characteristics. Therefore, lumping them together, 
as is standard in financial statements, impedes analysis. So we’ ll present them as four separate businesses, which 
is how Charlie and I view them. 


Insurance 


Our property-casualty (P/C) insurance business has been the engine behind Berkshire’s growth and will 
continue to be. It has worked wonders for us. We carry our P/C companies on our books at $15.5 billion more 
than their net tangible assets, an amount lodged in our “Goodwill” account. These companies, however, are 
worth far more than their carrying value — and the following look at the economic model of the P/C industry will 
tell you why. 


Insurers receive premiums upfront and pay claims later. In extreme cases, such as those arising from 
certain workers’ compensation accidents, payments can stretch over decades. This collect-now, pay-later model 
leaves us holding large sums — money we call “float” — that will eventually go to others. Meanwhile, we get to 
invest this float for Berkshire’s benefit. Though individual policies and claims come and go, the amount of float 
we hold remains remarkably stable in relation to premium volume. Consequently, as our business grows, so does 
our float. 


If premiums exceed the total of expenses and eventual losses, we register an underwriting profit that 
adds to the investment income produced from the float. This combination allows us to enjoy the use of free 
money — and, better yet, get paid for holding it. Alas, the hope of this happy result attracts intense competition, 
so vigorous in most years as to cause the P/C industry as a whole to operate at a significant underwriting loss. 
This loss, in effect, is what the industry pays to hold its float. Usually this cost is fairly low, but in some 
catastrophe-ridden years the cost from underwriting losses more than eats up the income derived from use of 
float. 


In my perhaps biased view, Berkshire has the best large insurance operation in the world. And I will 
absolutely state that we have the best managers. Our float has grown from $16 million in 1967, when we entered 
the business, to $62 billion at the end of 2009. Moreover, we have now operated at an underwriting profit for 
seven consecutive years. I believe it likely that we will continue to underwrite profitably in most — though 
certainly not all — future years. If we do so, our float will be cost-free, much as if someone deposited $62 billion 
with us that we could invest for our own benefit without the payment of interest. 


Let me emphasize again that cost-free float is not a result to be expected for the P/C industry as a 
whole: In most years, premiums have been inadequate to cover claims plus expenses. Consequently, the 
industry’s overall return on tangible equity has for many decades fallen far short of that achieved by the S&P 
500. Outstanding economics exist at Berkshire only because we have some outstanding managers running some 
unusual businesses. Our insurance CEOs deserve your thanks, having added many billions of dollars to 
Berkshire’s value. It’s a pleasure for me to tell you about these all-stars. 


Let’s start at GEICO, which is known to all of you because of its $800 million annual advertising 
budget (close to twice that of the runner-up advertiser in the auto insurance field). GEICO is managed by Tony 
Nicely, who joined the company at 18. Now 66, Tony still tap-dances to the office every day, just as I do at 79. 
We both feel lucky to work at a business we love. 


GEICO’s customers have warm feelings toward the company as well. Here’s proof: Since Berkshire 
acquired control of GEICO in 1996, its market share has increased from 2.5% to 8.1%, a gain reflecting the net 
addition of seven million policyholders. Perhaps they contacted us because they thought our gecko was cute, but 
they bought from us to save important money. (Maybe you can as well; call 1-800-847-7536 or go to 
www.GEICO.com.) And they’ ve stayed with us because they like our service as well as our price. 


Berkshire acquired GEICO in two stages. In 1976-80 we bought about one-third of the company’s 
stock for $47 million. Over the years, large repurchases by the company of its own shares caused our position to 
grow to about 50% without our having bought any more shares. Then, on January 2, 1996, we acquired the 
remaining 50% of GEICO for $2.3 billion in cash, about 50 times the cost of our original purchase. 


An old Wall Street joke gets close to our experience: 
Customer: Thanks for putting me in XYZ stock at 5. I hear it’s up to 18. 


Broker: Yes, and that’s just the beginning. In fact, the company is doing so well now, 
that it’s an even better buy at 18 than it was when you made your purchase. 


Customer: Damn, I knew I should have waited. 


GEICO’s growth may slow in 2010. U.S. vehicle registrations are actually down because of slumping 
auto sales. Moreover, high unemployment is causing a growing number of drivers to go uninsured. (That’s illegal 
almost everywhere, but if you’ve lost your job and still want to drive . . .) Our “low-cost producer’ status, 
however, is sure to give us significant gains in the future. In 1995, GEICO was the country’s sixth largest auto 
insurer; now we are number three. The company’s float has grown from $2.7 billion to $9.6 billion. Equally 
important, GEICO has operated at an underwriting profit in 13 of the 14 years Berkshire has owned it. 


I became excited about GEICO in January 1951, when I first visited the company as a 20-year-old 
student. Thanks to Tony, I’m even more excited today. 


A hugely important event in Berkshire’s history occurred on a Saturday in 1985. Ajit Jain came into 
our office in Omaha — and I immediately knew we had found a superstar. (He had been discovered by Mike 
Goldberg, now elevated to St. Mike.) 


We immediately put Ajit in charge of National Indemnity’s small and struggling reinsurance operation. 
Over the years, he has built this business into a one-of-a-kind giant in the insurance world. 


Staffed today by only 30 people, Ajit’s operation has set records for transaction size in several areas of 
insurance. Ajit writes billion-dollar limits — and then keeps every dime of the risk instead of laying it off with 
other insurers. Three years ago, he took over huge liabilities from Lloyds, allowing it to clean up its relationship 
with 27,972 participants (“names”) who had written problem-ridden policies that at one point threatened the 
survival of this 322-year-old institution. The premium for that single contract was $7.1 billion. During 2009, he 
negotiated a life reinsurance contract that could produce $50 billion of premium for us over the next 50 or so 
years. 


Ajit’s business is just the opposite of GEICO’s. At that company, we have millions of small policies 
that largely renew year after year. Ajit writes relatively few policies, and the mix changes significantly from year 
to year. Throughout the world, he is known as the man to call when something both very large and unusual needs 
to be insured. 


If Charlie, I and Ajit are ever in a sinking boat — and you can only save one of us — swim to Ajit. 


Our third insurance powerhouse is General Re. Some years back this operation was troubled; now it is 
a gleaming jewel in our insurance crown. 


Under the leadership of Tad Montross, General Re had an outstanding underwriting year in 2009, while 
also delivering us unusually large amounts of float per dollar of premium volume. Alongside General Re’s P/C 
business, Tad and his associates have developed a major life reinsurance operation that has grown increasingly 
valuable. 


Last year General Re finally attained 100% ownership of Cologne Re, which since 1995 has been a 
key — though only partially-owned — part of our presence around the world. Tad and I will be visiting Cologne in 
September to thank its managers for their important contribution to Berkshire. 
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Finally, we own a group of smaller companies, most of them specializing in odd corners of the 
insurance world. In aggregate, their results have consistently been profitable and, as the table below shows, the 
float they provide us is substantial. Charlie and I treasure these companies and their managers. 


Here is the record of all four segments of our property-casualty and life insurance businesses: 


Underwriting Profit Yearend Float 
(in millions) 

Insurance Operations 2009 2008 2009 2008 
General RE ee aiii. dam estat eh ate $ 477 $ 342 $21,014 $21,074 
BH Reinsurance ................6. 349 1,324 26,223 24,221 
GEICO ihc Seaceantccdie 8-0.5.4,408 Sites s 649 916 9,613 8,454 
Other Primary .................-. 84 210 5,061 4,739 

$1,559 $2,792 $61,911 $58,488 


And now a painful confession: Last year your chairman closed the book on a very expensive business 
fiasco entirely of his own making. 


For many years I had struggled to think of side products that we could offer our millions of loyal 
GEICO customers. Unfortunately, I finally succeeded, coming up with a brilliant insight that we should market 
our own credit card. I reasoned that GEICO policyholders were likely to be good credit risks and, assuming we 
offered an attractive card, would likely favor us with their business. We got business all right — but of the wrong 


type. 


Our pre-tax losses from credit-card operations came to about $6.3 million before I finally woke up. We 
then sold our $98 million portfolio of troubled receivables for 55¢ on the dollar, losing an additional $44 million. 


GEICO’s managers, it should be emphasized, were never enthusiastic about my idea. They warned me 
that instead of getting the cream of GEICO’s customers we would get the ---—-- well, let’s call it the 
non-cream. I subtly indicated that I was older and wiser. 


I was just older. 
Regulated Utility Business 


Berkshire has an 89.5% interest in MidAmerican Energy Holdings, which owns a wide variety of 
utility operations. The largest of these are (1) Yorkshire Electricity and Northern Electric, whose 3.8 million end 
users make it the U.K.’s third largest distributor of electricity; (2) MidAmerican Energy, which serves 725,000 
electric customers, primarily in Iowa; (3) Pacific Power and Rocky Mountain Power, serving about 1.7 million 
electric customers in six western states; and (4) Kern River and Northern Natural pipelines, which carry about 
8% of the natural gas consumed in the U.S. 


MidAmerican has two terrific managers, Dave Sokol and Greg Abel. In addition, my long-time friend, 
Walter Scott, along with his family, has a major ownership position in the company. Walter brings extraordinary 
business savvy to any operation. Ten years of working with Dave, Greg and Walter have reinforced my original 
belief: Berkshire couldn’t have better partners. They are truly a dream team. 


Somewhat incongruously, MidAmerican also owns the second largest real estate brokerage firm in the 
U.S., HomeServices of America. This company operates through 21 locally-branded firms that have 16,000 
agents. Though last year was again a terrible year for home sales, HomeServices earned a modest sum. It also 
acquired a firm in Chicago and will add other quality brokerage operations when they are available at sensible 
prices. A decade from now, HomeServices is likely to be much larger. 
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Here are some key figures on MidAmerican’s operations: 


Earnings (in millions) 


2009 2008 
NVR AMMA SS a cers cet eaceetecabpstaces Goatees acta toeGe s gea tee eases sede ee ea erect cloesesok ogaecienans $ 248 $ 339 
Towa Uthity: 2. 2ncc 4 ince gece bead tates sea e East eatin cobb a Vanes 285 425 
Western Utes: 2 2225s2etoss ied heal chs and na.cetdece sarassicaleidtmacaidlapatce Gosssvaraedweioa gitantbeesdoavandeatnep’ 788 703 
PIPCMeS:. 351.4905) dood hie ond sted tid eed eed ati haat dado ede 457 595 
FHOMICSCEVIGES a si.ssncn its Sue cisteg taster hha Megat aad nied aoa sae lai bdo es Maehe hg, Sag ae wana eaanienays 43 (45) 
Other (Met) ce. fase ash eeateheer dc esntcee 4 psd eaten) Sorted eaves Lave Sd eee es cnawoeree She 25 186 
Operating earnings before corporate interest and taxes .................. 00000000, 1,846 2,203 
Constellation Enetey*: 2 20cc ten tad dechoe sche hee thideseeektgewesdé phous — 1,092 
Interest, other than to Berkshire ......... 0.0.00. eee nas (318) (332) 
Interest on Berkshire junior debt ...... 0.0... 0. e ccc e nen (58) (111) 
INGOMC! AK: os ede e Eck aed kenahed Gone deh ence era ek aaanmeniind kako bee ea tone oes (313) (1,002) 
Netiearmings 3.s.0-¢ is de cdc kta ease odawee ned pb ota beh eeae ohaS ed dae awaee $ 1,157 $ 1,850 
Earnings applicable to Berkshire ** 1.0.0.0... Le eee eee ene $ 1,071 $ 1,704 
Debt owed to others... 0... eee eee e eee eee enes 19,579 19,145 
Debt: owed to BerkShite®...¢.2.0.5.c6-4.4.3 4% deeded Grerecb-dd doeey dea aie Sed dw dD Godden andra eed 353 1,087 


*Consists of a breakup fee of $175 million and a profit on our investment of $917 million. 
**Includes interest earned by Berkshire (net of related income taxes) of $38 in 2009 and $72 in 2008. 


Our regulated electric utilities, offering monopoly service in most cases, operate in a symbiotic manner 
with the customers in their service areas, with those users depending on us to provide first-class service and 
invest for their future needs. Permitting and construction periods for generation and major transmission facilities 
stretch way out, so it is incumbent on us to be far-sighted. We, in turn, look to our utilities’ regulators (acting on 
behalf of our customers) to allow us an appropriate return on the huge amounts of capital we must deploy to meet 
future needs. We shouldn’t expect our regulators to live up to their end of the bargain unless we live up to ours. 


Dave and Greg make sure we do just that. National research companies consistently rank our Iowa and 
Western utilities at or near the top of their industry. Similarly, among the 43 U.S. pipelines ranked by a firm 
named Mastio, our Kern River and Northern Natural properties tied for second place. 


Moreover, we continue to pour huge sums of money into our operations so as to not only prepare for 
the future but also make these operations more environmentally friendly. Since we purchased MidAmerican ten 
years ago, it has never paid a dividend. We have instead used earnings to improve and expand our properties in 
each of the territories we serve. As one dramatic example, in the last three years our Iowa and Western utilities 
have earned $2.5 billion, while in this same period spending $3 billion on wind generation facilities. 


MidAmerican has consistently kept its end of the bargain with society and, to society’s credit, it has 
reciprocated: With few exceptions, our regulators have promptly allowed us to earn a fair return on the ever- 
increasing sums of capital we must invest. Going forward, we will do whatever it takes to serve our territories in 
the manner they expect. We believe that, in turn, we will be allowed the return we deserve on the funds we 
invest. 


In earlier days, Charlie and I shunned capital-intensive businesses such as public utilities. Indeed, the 
best businesses by far for owners continue to be those that have high returns on capital and that require little 
incremental investment to grow. We are fortunate to own a number of such businesses, and we would love to buy 
more. Anticipating, however, that Berkshire will generate ever-increasing amounts of cash, we are today quite 
willing to enter businesses that regularly require large capital expenditures. We expect only that these businesses 
have reasonable expectations of earning decent returns on the incremental sums they invest. If our expectations 
are met — and we believe that they will be — Berkshire’s ever-growing collection of good to great businesses 
should produce above-average, though certainly not spectacular, returns in the decades ahead. 


Our BNSF operation, it should be noted, has certain important economic characteristics that resemble 
those of our electric utilities. In both cases we provide fundamental services that are, and will remain, essential to 
the economic well-being of our customers, the communities we serve, and indeed the nation. Both will require 
heavy investment that greatly exceeds depreciation allowances for decades to come. Both must also plan far 
ahead to satisfy demand that is expected to outstrip the needs of the past. Finally, both require wise regulators 
who will provide certainty about allowable returns so that we can confidently make the huge investments 
required to maintain, replace and expand the plant. 


We see a “social compact” existing between the public and our railroad business, just as is the case 
with our utilities. If either side shirks its obligations, both sides will inevitably suffer. Therefore, both parties to 
the compact should — and we believe will — understand the benefit of behaving in a way that encourages good 
behavior by the other. It is inconceivable that our country will realize anything close to its full economic 
potential without its possessing first-class electricity and railroad systems. We will do our part to see that they 
exist. 


In the future, BNSF results will be included in this “regulated utility” section. Aside from the two 
businesses having similar underlying economic characteristics, both are logical users of substantial amounts of 
debt that is not guaranteed by Berkshire. Both will retain most of their earnings. Both will earn and invest large 
sums in good times or bad, though the railroad will display the greater cyclicality. Overall, we expect this 
regulated sector to deliver significantly increased earnings over time, albeit at the cost of our investing many tens 
— yes, tens — of billions of dollars of incremental equity capital. 


Manufacturing, Service and Retailing Operations 


Our activities in this part of Berkshire cover the waterfront. Let’s look, though, at a summary balance 
sheet and earnings statement for the entire group. 


Balance Sheet 12/31/09 (in millions) 


Assets Liabilities and Equity 

Cash and equivalents ................. $ 3,018 Notes payable .................00000. $ 1,842 

Accounts and notes receivable .......... 5,066 Other current liabilities ............... 7,414 

Inventory ...........++ +++ seers 6,147 Total current liabilities ............000- 9,256 

Other current assets ...............05. 625 

Total current assets ...............005. 14,856 

Goodwill and other intangibles ......... 16,499 Deferred taxes .............+.-0- 005, 2,834 

Fixed assets .......-.cccccccececeeue 15,374 Term debt and other liabilities .......... 6,240 

Other assets 0.0.0... 0.0. e cece eee 2,070 Equity 60... ccc eee eee eee eee ee 30,469 
$48,799 $48,799 


2009 2008 2007 


REVENUES: 20:50, gic rei a bedi Boones bre uel Sass SES we ek wie ate Oke eee $61,665 $66,099 $59,100 
Operating expenses (including depreciation of $1,422 in 2009, $1,280 in 2008 

and $955 in'2007) .. 2c had cect aneegel ec seuees veerew ew bad cau menesa ee 59,509 61,937 55,026 
Interest Cxpense: s..0cse nei eh Vad cb ewes edad chee ee Se ances ba es eA 98 139 127 
PrelaX:CarMmin PS | .02 sv neds evade ela Os Mee Pe Shee PR Mates ade 50, BY 2,058* 4,023* 3,947* 
Income taxes and minority interests ..... 0.0.0... 0. eee eee eee ee 945 1,740 1,594 
INGE A GOCE soe fo tea ete, weailap deacon tg Dow Goer eck avraie, 9G be. icioey let vlesbuiseas BLES Baeeenata ie Reece ls wi $ 1,113 $ 2,283 $ 2,353 


*Does not include purchase-accounting adjustments. 
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Almost all of the many and widely-diverse operations in this sector suffered to one degree or another 
from 2009’s severe recession. The major exception was McLane, our distributor of groceries, confections and 
non-food items to thousands of retail outlets, the largest by far Wal-Mart. 


Grady Rosier led McLane to record pre-tax earnings of $344 million, which even so amounted to only 
slightly more than one cent per dollar on its huge sales of $31.2 billion. McLane employs a vast array of physical 
assets — practically all of which it owns — including 3,242 trailers, 2,309 tractors and 55 distribution centers with 
15.2 million square feet of space. McLane’s prime asset, however, is Grady. 


We had a number of companies at which profits improved even as sales contracted, always an 
exceptional managerial achievement. Here are the CEOs who made it happen: 


COMPANY CEO 
Benjamin Moore (paint) Denis Abrams 
Borsheims (jewelry retailing) Susan Jacques 
H. H. Brown (manufacturing and retailing of shoes) Jim Issler 
CTB (agricultural equipment) Vic Mancinelli 
Dairy Queen John Gainor 
Nebraska Furniture Mart (furniture retailing) Ron and Irv Blumkin 
Pampered Chef (direct sales of kitchen tools) Marla Gottschalk 
See’s (manufacturing and retailing of candy) Brad Kinstler 
Star Furniture (furniture retailing) Bill Kimbrell 


Among the businesses we own that have major exposure to the depressed industrial sector, both 
Marmon and Iscar turned in relatively strong performances. Frank Ptak’s Marmon delivered a 13.5% pre-tax 
profit margin, a record high. Though the company’s sales were down 27%, Frank’s cost-conscious management 
mitigated the decline in earnings. 


Nothing stops Israel-based Iscar — not wars, recessions or competitors. The world’s two other leading 
suppliers of small cutting tools both had very difficult years, each operating at a loss throughout much of the 
year. Though Iscar’s results were down significantly from 2008, the company regularly reported profits, even 
while it was integrating and rationalizing Tungaloy, the large Japanese acquisition that we told you about last 
year. When manufacturing rebounds, Iscar will set new records. Its incredible managerial team of Eitan 
Wertheimer, Jacob Harpaz and Danny Goldman will see to that. 


Every business we own that is connected to residential and commercial construction suffered severely 
in 2009. Combined pre-tax earnings of Shaw, Johns Manville, Acme Brick, and MiTek were $227 million, an 
82.5% decline from $1.295 billion in 2006, when construction activity was booming. These businesses continue 
to bump along the bottom, though their competitive positions remain undented. 


The major problem for Berkshire last year was NetJets, an aviation operation that offers fractional 
ownership of jets. Over the years, it has been enormously successful in establishing itself as the premier company 
in its industry, with the value of its fleet far exceeding that of its three major competitors combined. Overall, our 
dominance in the field remains unchallenged. 


NetJets’ business operation, however, has been another story. In the eleven years that we have owned 
the company, it has recorded an aggregate pre-tax loss of $157 million. Moreover, the company’s debt has soared 
from $102 million at the time of purchase to $1.9 billion in April of last year. Without Berkshire’s guarantee of 
this debt, NetJets would have been out of business. It’s clear that I failed you in letting NetJets descend into this 
condition. But, luckily, I have been bailed out. 
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Dave Sokol, the enormously talented builder and operator of MidAmerican Energy, became CEO of 
NetJets in August. His leadership has been transforming: Debt has already been reduced to $1.4 billion, and, after 
suffering a staggering loss of $711 million in 2009, the company is now solidly profitable. 


Most important, none of the changes wrought by Dave have in any way undercut the top-of-the-line 
standards for safety and service that Rich Santulli, NetJets’ previous CEO and the father of the fractional- 
ownership industry, insisted upon. Dave and I have the strongest possible personal interest in maintaining these 
standards because we and our families use NetJets for almost all of our flying, as do many of our directors and 
managers. None of us are assigned special planes nor crews. We receive exactly the same treatment as any other 
owner, meaning we pay the same prices as everyone else does when we are using our personal contracts. In short, 
we eat our own cooking. In the aviation business, no other testimonial means more. 


Finance and Financial Products 


Our largest operation in this sector is Clayton Homes, the country’s leading producer of modular and 
manufactured homes. Clayton was not always number one: A decade ago the three leading manufacturers were 
Fleetwood, Champion and Oakwood, which together accounted for 44% of the output of the industry. All have 
since gone bankrupt. Total industry output, meanwhile, has fallen from 382,000 units in 1999 to 60,000 units in 
2009. 


The industry is in shambles for two reasons, the first of which must be lived with if the U.S. economy 
is to recover. This reason concerns U.S. housing starts (including apartment units). In 2009, starts were 554,000, 
by far the lowest number in the 50 years for which we have data. Paradoxically, this is good news. 


People thought it was good news a few years back when housing starts — the supply side of the picture 
— were running about two million annually. But household formations — the demand side — only amounted to 
about 1.2 million. After a few years of such imbalances, the country unsurprisingly ended up with far too many 
houses. 


There were three ways to cure this overhang: (1) blow up a lot of houses, a tactic similar to the 
destruction of autos that occurred with the “cash-for-clunkers” program; (2) speed up household formations by, 
say, encouraging teenagers to cohabitate, a program not likely to suffer from a lack of volunteers or; (3) reduce 
new housing starts to a number far below the rate of household formations. 


Our country has wisely selected the third option, which means that within a year or so residential 
housing problems should largely be behind us, the exceptions being only high-value houses and those in certain 
localities where overbuilding was particularly egregious. Prices will remain far below “bubble” levels, of course, 
but for every seller (or lender) hurt by this there will be a buyer who benefits. Indeed, many families that couldn’t 
afford to buy an appropriate home a few years ago now find it well within their means because the bubble burst. 


The second reason that manufactured housing is troubled is specific to the industry: the punitive 
differential in mortgage rates between factory-built homes and site-built homes. Before you read further, let me 
underscore the obvious: Berkshire has a dog in this fight, and you should therefore assess the commentary that 
follows with special care. That warning made, however, let me explain why the rate differential causes problems 
for both large numbers of lower-income Americans and Clayton. 


The residential mortgage market is shaped by government rules that are expressed by FHA, Freddie 
Mac and Fannie Mae. Their lending standards are all-powerful because the mortgages they insure can typically 
be securitized and turned into what, in effect, is an obligation of the U.S. government. Currently buyers of 
conventional site-built homes who qualify for these guarantees can obtain a 30-year loan at about 5'1%4%. In 
addition, these are mortgages that have recently been purchased in massive amounts by the Federal Reserve, an 
action that also helped to keep rates at bargain-basement levels. 


In contrast, very few factory-built homes qualify for agency-insured mortgages. Therefore, a 
meritorious buyer of a factory-built home must pay about 9% on his loan. For the all-cash buyer, Clayton’s 
homes offer terrific value. If the buyer needs mortgage financing, however — and, of course, most buyers do — the 
difference in financing costs too often negates the attractive price of a factory-built home. 
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Last year I told you why our buyers — generally people with low incomes — performed so well as credit 
risks. Their attitude was all-important: They signed up to live in the home, not resell or refinance it. 
Consequently, our buyers usually took out loans with payments geared to their verified incomes (we weren’t 
making “liar’s loans”) and looked forward to the day they could burn their mortgage. If they lost their jobs, had 
health problems or got divorced, we could of course expect defaults. But they seldom walked away simply 
because house values had fallen. Even today, though job-loss troubles have grown, Clayton’s delinquencies and 
defaults remain reasonable and will not cause us significant problems. 


We have tried to qualify more of our customers’ loans for treatment similar to those available on the 
site-built product. So far we have had only token success. Many families with modest incomes but responsible 
habits have therefore had to forego home ownership simply because the financing differential attached to the 
factory-built product makes monthly payments too expensive. If qualifications aren’t broadened, so as to open 
low-cost financing to all who meet down-payment and income standards, the manufactured-home industry seems 
destined to struggle and dwindle. 


Even under these conditions, I believe Clayton will operate profitably in coming years, though well 
below its potential. We couldn’t have a better manager than CEO Kevin Clayton, who treats Berkshire’s interests 
as if they were his own. Our product is first-class, inexpensive and constantly being improved. Moreover, we will 
continue to use Berkshire’s credit to support Clayton’s mortgage program, convinced as we are of its soundness. 
Even so, Berkshire can’t borrow at a rate approaching that available to government agencies. This handicap will 
limit sales, hurting both Clayton and a multitude of worthy families who long for a low-cost home. 


In the following table, Clayton’s earnings are net of the company’s payment to Berkshire for the use of 
its credit. Offsetting this cost to Clayton is an identical amount of income credited to Berkshire’s finance 
operation and included in “Other Income.” The cost and income amount was $116 million in 2009 and $92 
million in 2008. 


The table also illustrates how severely our furniture (CORT) and trailer (XTRA) leasing operations 
have been hit by the recession. Though their competitive positions remain as strong as ever, we have yet to see 


any bounce in these businesses. 


Pre-Tax Earnings 


(in millions) 


2009 2008 
Net MVESstment INCOME so 45/2550. saieen ag de dear taersd tie bancleweiarsas $278 $330 
Life and annuity operation ...... 0.0.00... eee eee eee 116 23 
Leasing Operations fess icioi dt cargo keke cede gee ede eee 14 87 
Manufactured-housing finance (Clayton) ...............0 000 eae 187 206 
Other come: ® ecg esseci5 cusacaratecs goalie sdugle od eid ad ecolarausipliaa Rates ess 186 141 
Income before investment and derivatives gains or losses ........... $781 $787 


*Includes $116 million in 2009 and $92 million in 2008 of fees that Berkshire charges Clayton for the 
use of Berkshire’s credit. 


At the end of 2009, we became a 50% owner of Berkadia Commercial Mortgage (formerly known as 
Capmark), the country’s third-largest servicer of commercial mortgages. In addition to servicing a $235 billion 
portfolio, the company is an important originator of mortgages, having 25 offices spread around the country. 
Though commercial real estate will face major problems in the next few years, long-term opportunities for 
Berkadia are significant. 
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Our partner in this operation is Leucadia, run by Joe Steinberg and Ian Cumming, with whom we had a 
terrific experience some years back when Berkshire joined with them to purchase Finova, a troubled finance 
business. In resolving that situation, Joe and Jan did far more than their share of the work, an arrangement I 
always encourage. Naturally, I was delighted when they called me to partner again in the Capmark purchase. 


Our first venture was also christened Berkadia. So let’s call this one Son of Berkadia. Someday I'll be 
writing you about Grandson of Berkadia. 


Investments 


Below we show our common stock investments that at yearend had a market value of more than $1 billion. 


12/31/09 
Percentage of 
Company 
Shares Company Owned Cost * Market 
(in millions) 
151,610,700 American Express Company................0.0000-5 12.7 $ 1,287 $ 6,143 
225,000,000 BYD Company, Ltd. .............. 0.0.0.0. 0 eee eee 9.9 232 1,986 
200,000,000 The Coca-Cola Company ............. 0.020 e eee eee 8.6 1,299 11,400 
37,711,330 ConocoPhillips .............. 0.0. eee eee 2.5 2,741 1,926 
28,530,467 Johnson & Johnson ......... 0.0.0. eee 1.0 1,724 1,838 
130;272;500: . Kraft FOOdS:ING... «-sescscscud cessed gear este nse Soe ee 8.8 4,330 3,541 
3,947,554 ~~ POSCO oo ccs cccece dias ctaacectis tude aus ece engidve we aceveaie mea 5.2 768 2,092 
83,128,411 The Procter & Gamble Company ..................4. 2.9 533 5,040 
25,108,967 Sanofi-Aventis ......... 0.0... eee eee 1.9 2,027 1,979 
234;247,313 ‘Téscto pl oi 04 45iadcanernaek stead mde date eee 3.0 1,367 1,620 
76,633,426 U.S. Bancorp .......... 02. e cece eee ees 4.0 2,371 1,725 
39,037,142 Wal-Mart Stores, Inc. 2.0.0... 0.0... cee eee 1.0 1,893 2,087 
334,235,585 Wells Fargo & Company ............... 0000000000 6.5 7,394 9,021 
OMOCES. vst cae ee ee ois Lae dees oe Ga Abeer 6,680 8,636 
Total Common Stocks Carried at Market .............. $34,646 $59,034 


*This is our actual purchase price and also our tax basis; GAAP “cost” differs in a few cases because of 
write-ups or write-downs that have been required. 


In addition, we own positions in non-traded securities of Dow Chemical, General Electric, Goldman 
Sachs, Swiss Re and Wrigley with an aggregate cost of $21.1 billion and a carrying value of $26.0 billion. We 
purchased these five positions in the last 18 months. Setting aside the significant equity potential they provide us, 
these holdings deliver us an aggregate of $2.1 billion annually in dividends and interest. Finally, we owned 
76,777,029 shares (22.5%) of BNSF at yearend, which we then carried at $85.78 per share, but which have 
subsequently been melded into our purchase of the entire company. 


In 2009, our largest sales were in ConocoPhillips, Moody’s, Procter & Gamble and Johnson & Johnson 
(sales of the latter occurring after we had built our position earlier in the year). Charlie and I believe that all of 
these stocks will likely trade higher in the future. We made some sales early in 2009 to raise cash for our Dow 
and Swiss Re purchases and late in the year made other sales in anticipation of our BNSF purchase. 
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We told you last year that very unusual conditions then existed in the corporate and municipal bond 
markets and that these securities were ridiculously cheap relative to U.S. Treasuries. We backed this view with 
some purchases, but I should have done far more. Big opportunities come infrequently. When it’s raining gold, 
reach for a bucket, not a thimble. 


We entered 2008 with $44.3 billion of cash-equivalents, and we have since retained operating earnings 
of $17 billion. Nevertheless, at yearend 2009, our cash was down to $30.6 billion (with $8 billion earmarked for 
the BNSF acquisition). We’ve put a lot of money to work during the chaos of the last two years. It’s been an 
ideal period for investors: A climate of fear is their best friend. Those who invest only when commentators are 
upbeat end up paying a heavy price for meaningless reassurance. In the end, what counts in investing is what you 
pay for a business — through the purchase of a small piece of it in the stock market — and what that business earns 
in the succeeding decade or two. 


Last year I wrote extensively about our derivatives contracts, which were then the subject of both 
controversy and misunderstanding. For that discussion, please go to www.berkshirehathaway.com. 


We have since changed only a few of our positions. Some credit contracts have run off. The terms of 
about 10% of our equity put contracts have also changed: Maturities have been shortened and strike prices 
materially reduced. In these modifications, no money changed hands. 


A few points from last year’s discussion are worth repeating: 


(1) Though it’s no sure thing, I expect our contracts in aggregate to deliver us a profit over their lifetime, 
even when investment income on the huge amount of float they provide us is excluded in the 
calculation. Our derivatives float — which is not included in the $62 billion of insurance float I 
described earlier — was about $6.3 billion at yearend. 


(2) Only a handful of our contracts require us to post collateral under any circumstances. At last year’s low 
point in the stock and credit markets, our posting requirement was $1.7 billion, a small fraction of the 
derivatives-related float we held. When we do post collateral, let me add, the securities we put up 
continue to earn money for our account. 


(3) Finally, you should expect large swings in the carrying value of these contracts, items that can affect 
our reported quarterly earnings in a huge way but that do not affect our cash or investment holdings. 
That thought certainly fit 2009’s circumstances. Here are the pre-tax quarterly gains and losses from 
derivatives valuations that were part of our reported earnings last year: 


Quarter $ Gain (Loss) in Billions 
1 (1.517) 

2 2.357 

3 1.732 

4 1.052 


As we’ve explained, these wild swings neither cheer nor bother Charlie and me. When we report to 
you, we will continue to separate out these figures (as we do realized investment gains and losses) so that you can 
more clearly view the earnings of our operating businesses. We are delighted that we hold the derivatives 
contracts that we do. To date we have significantly profited from the float they provide. We expect also to earn 
further investment income over the life of our contracts. 
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We have long invested in derivatives contracts that Charlie and I think are mispriced, just as we try to 
invest in mispriced stocks and bonds. Indeed, we first reported to you that we held such contracts in early 1998. 
The dangers that derivatives pose for both participants and society — dangers of which we’ve long warned, and 
that can be dynamite — arise when these contracts lead to leverage and/or counterparty risk that is extreme. At 
Berkshire nothing like that has occurred — nor will it. 


It’s my job to keep Berkshire far away from such problems. Charlie and I believe that a CEO must not 
delegate risk control. It’s simply too important. At Berkshire, I both initiate and monitor every derivatives 
contract on our books, with the exception of operations-related contracts at a few of our subsidiaries, such as 
MidAmerican, and the minor runoff contracts at General Re. If Berkshire ever gets in trouble, it will be my fault. 
It will not be because of misjudgments made by a Risk Committee or Chief Risk Officer. 


In my view a board of directors of a huge financial institution is derelict if it does not insist that its 
CEO bear full responsibility for risk control. If he’s incapable of handling that job, he should look for other 
employment. And if he fails at it — with the government thereupon required to step in with funds or guarantees — 
the financial consequences for him and his board should be severe. 


It has not been shareholders who have botched the operations of some of our country’s largest financial 
institutions. Yet they have borne the burden, with 90% or more of the value of their holdings wiped out in most 
cases of failure. Collectively, they have lost more than $500 billion in just the four largest financial fiascos of the 
last two years. To say these owners have been “bailed-out” is to make a mockery of the term. 


The CEOs and directors of the failed companies, however, have largely gone unscathed. Their fortunes may 
have been diminished by the disasters they oversaw, but they still live in grand style. It is the behavior of these 
CEOs and directors that needs to be changed: If their institutions and the country are harmed by their 
recklessness, they should pay a heavy price — one not reimbursable by the companies they’ve damaged nor by 
insurance. CEOs and, in many cases, directors have long benefitted from oversized financial carrots; some 
meaningful sticks now need to be part of their employment picture as well. 


An Inconvenient Truth (Boardroom Overheating) 


Our subsidiaries made a few small “bolt-on” acquisitions last year for cash, but our blockbuster deal 
with BNSF required us to issue about 95,000 Berkshire shares that amounted to 6.1% of those previously 
outstanding. Charlie and I enjoy issuing Berkshire stock about as much as we relish prepping for a colonoscopy. 


The reason for our distaste is simple. If we wouldn’t dream of selling Berkshire in its entirety at the 
current market price, why in the world should we “sell” a significant part of the company at that same inadequate 
price by issuing our stock in a merger? 


In evaluating a stock-for-stock offer, shareholders of the target company quite understandably focus on 
the market price of the acquirer’s shares that are to be given them. But they also expect the transaction to deliver 
them the intrinsic value of their own shares — the ones they are giving up. If shares of a prospective acquirer are 
selling below their intrinsic value, it’s impossible for that buyer to make a sensible deal in an all-stock deal. You 
simply can’t exchange an undervalued stock for a fully-valued one without hurting your shareholders. 


Imagine, if you will, Company A and Company B, of equal size and both with businesses intrinsically 
worth $100 per share. Both of their stocks, however, sell for $80 per share. The CEO of A, long on confidence 
and short on smarts, offers 1% shares of A for each share of B, correctly telling his directors that B is worth $100 
per share. He will neglect to explain, though, that what he is giving will cost his shareholders $125 in intrinsic 
value. If the directors are mathematically challenged as well, and a deal is therefore completed, the shareholders 
of B will end up owning 55.6% of A & B’s combined assets and A’s shareholders will own 44.4%. Not everyone 
at A, it should be noted, is a loser from this nonsensical transaction. Its CEO now runs a company twice as large 
as his original domain, in a world where size tends to correlate with both prestige and compensation. 
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If an acquirer’s stock is overvalued, it’s a different story: Using it as a currency works to the acquirer’s 
advantage. That’s why bubbles in various areas of the stock market have invariably led to serial issuances of 
stock by sly promoters. Going by the market value of their stock, they can afford to overpay because they are, in 
effect, using counterfeit money. Periodically, many air-for-assets acquisitions have taken place, the late 1960s 
having been a particularly obscene period for such chicanery. Indeed, certain large companies were built in this 
way. (No one involved, of course, ever publicly acknowledges the reality of what is going on, though there is 
plenty of private snickering.) 


In our BNSF acquisition, the selling shareholders quite properly evaluated our offer at $100 per share. 
The cost to us, however, was somewhat higher since 40% of the $100 was delivered in our shares, which Charlie 
and I believed to be worth more than their market value. Fortunately, we had long owned a substantial amount of 
BNSF stock that we purchased in the market for cash. All told, therefore, only about 30% of our cost overall was 
paid with Berkshire shares. 


In the end, Charlie and I decided that the disadvantage of paying 30% of the price through stock was 
offset by the opportunity the acquisition gave us to deploy $22 billion of cash in a business we understood and 
liked for the long term. It has the additional virtue of being run by Matt Rose, whom we trust and admire. We 
also like the prospect of investing additional billions over the years at reasonable rates of return. But the final 
decision was a close one. If we had needed to use more stock to make the acquisition, it would in fact have made 
no sense. We would have then been giving up more than we were getting. 


I have been in dozens of board meetings in which acquisitions have been deliberated, often with the 
directors being instructed by high-priced investment bankers (are there any other kind?). Invariably, the bankers 
give the board a detailed assessment of the value of the company being purchased, with emphasis on why it is 
worth far more than its market price. In more than fifty years of board memberships, however, never have I heard 
the investment bankers (or management!) discuss the true value of what is being given. When a deal involved the 
issuance of the acquirer’s stock, they simply used market value to measure the cost. They did this even though 
they would have argued that the acquirer’s stock price was woefully inadequate — absolutely no indicator of its 
real value — had a takeover bid for the acquirer instead been the subject up for discussion. 


When stock is the currency being contemplated in an acquisition and when directors are hearing from 
an advisor, it appears to me that there is only one way to get a rational and balanced discussion. Directors should 
hire a second advisor to make the case against the proposed acquisition, with its fee contingent on the deal not 
going through. Absent this drastic remedy, our recommendation in respect to the use of advisors remains: “Don’t 
ask the barber whether you need a haircut.” 


I can’t resist telling you a true story from long ago. We owned stock in a large well-run bank that for 
decades had been statutorily prevented from acquisitions. Eventually, the law was changed and our bank 
immediately began looking for possible purchases. Its managers — fine people and able bankers — not 
unexpectedly began to behave like teenage boys who had just discovered girls. 


They soon focused on a much smaller bank, also well-run and having similar financial characteristics 
in such areas as return on equity, interest margin, loan quality, etc. Our bank sold at a modest price (that’s why 
we had bought into it), hovering near book value and possessing a very low price/earnings ratio. Alongside, 
though, the small-bank owner was being wooed by other large banks in the state and was holding out for a price 
close to three times book value. Moreover, he wanted stock, not cash. 


Naturally, our fellows caved in and agreed to this value-destroying deal. “We need to show that we are 
in the hunt. Besides, it’s only a small deal,” they said, as if only major harm to shareholders would have been a 
legitimate reason for holding back. Charlie’s reaction at the time: “Are we supposed to applaud because the dog 
that fouls our lawn is a Chihuahua rather than a Saint Bernard?” 
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The seller of the smaller bank — no fool — then delivered one final demand in his negotiations. “After 
the merger,” he in effect said, perhaps using words that were phrased more diplomatically than these, “I’m going 
to be a large shareholder of your bank, and it will represent a huge portion of my net worth. You have to promise 
me, therefore, that you’ll never again do a deal this dumb.” 


Yes, the merger went through. The owner of the small bank became richer, we became poorer, and the 
managers of the big bank — newly bigger — lived happily ever after. 


The Annual Meeting 


Our best guess is that 35,000 people attended the annual meeting last year (up from 12 — no zeros 
omitted — in 1981). With our shareholder population much expanded, we expect even more this year. Therefore, 
we will have to make a few changes in the usual routine. There will be no change, however, in our enthusiasm 
for having you attend. Charlie and I like to meet you, answer your questions and — best of all — have you buy lots 
of goods from our businesses. 


The meeting this year will be held on Saturday, May 1s. As always, the doors will open at the Qwest 
Center at 7 a.m., and a new Berkshire movie will be shown at 8:30. At 9:30 we will go directly to the 
question-and-answer period, which (with a break for lunch at the Qwest’s stands) will last until 3:30. After a 
short recess, Charlie and I will convene the annual meeting at 3:45. If you decide to leave during the day’s 
question periods, please do so while Charlie is talking. (Act fast; he can be terse.) 


The best reason to exit, of course, is to shop. We will help you do that by filling the 194,300-square- 
foot hall that adjoins the meeting area with products from dozens of Berkshire subsidiaries. Last year, you did 
your part, and most locations racked up record sales. But you can do better. (A friendly warning: If I find sales 
are lagging, I get testy and lock the exits.) 


GEICO will have a booth staffed by a number of its top counselors from around the country, all of 
them ready to supply you with auto insurance quotes. In most cases, GEICO will be able to give you a 
shareholder discount (usually 8%). This special offer is permitted by 44 of the 51 jurisdictions in which we 
operate. (One supplemental point: The discount is not additive if you qualify for another, such as that given 
certain groups.) Bring the details of your existing insurance and check out whether we can save you money. For 
at least 50% of you, I believe we can. 


Be sure to visit the Bookworm. Among the more than 30 books and DVDs it will offer are two new 
books by my sons: Howard’s Fragile, a volume filled with photos and commentary about lives of struggle 
around the globe and Peter’s Life Is What You Make It. Completing the family trilogy will be the debut of my 
sister Doris’s biography, a story focusing on her remarkable philanthropic activities. Also available will be Poor 
Charlie’s Almanack, the story of my partner. This book is something of a publishing miracle — never advertised, 
yet year after year selling many thousands of copies from its Internet site. (Should you need to ship your book 
purchases, a nearby shipping service will be available.) 


If you are a big spender — or, for that matter, merely a gawker — visit Elliott Aviation on the east side of 
the Omaha airport between noon and 5:00 p.m. on Saturday. There we will have a fleet of NetJets aircraft that 
will get your pulse racing. 


An attachment to the proxy material that is enclosed with this report explains how you can obtain the 
credential you will need for admission to the meeting and other events. As for plane, hotel and car reservations, 
we have again signed up American Express (800-799-6634) to give you special help. Carol Pedersen, who 
handles these matters, does a terrific job for us each year, and I thank her for it. Hotel rooms can be hard to find, 
but work with Carol and you will get one. 
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At Nebraska Furniture Mart, located on a 77-acre site on 72™4 Street between Dodge and Pacific, we 
will again be having “Berkshire Weekend” discount pricing. To obtain the Berkshire discount, you must make 
your purchases between Thursday, April 29" and Monday, May 3" inclusive, and also present your meeting 
credential. The period’s special pricing will even apply to the products of several prestigious manufacturers that 
normally have ironclad rules against discounting but which, in the spirit of our shareholder weekend, have made 
an exception for you. We appreciate their cooperation. NFM is open from 10 a.m. to 9 p.m. Monday through 
Saturday, and 10 a.m. to 6 p.m. on Sunday. On Saturday this year, from 5:30 p.m. to 8 p.m., NFM is having a 
Berkyville BBQ to which you are all invited. 


At Borsheims, we will again have two shareholder-only events. The first will be a cocktail reception 
from 6 p.m. to 10 p.m. on Friday, April 30". The second, the main gala, will be held on Sunday, May 24, from 9 
a.m. to 4 p.m. On Saturday, we will be open until 6 p.m. 


We will have huge crowds at Borsheims throughout the weekend. For your convenience, therefore, 
shareholder prices will be available from Monday, April 26 through Saturday, May 8'. During that period, 
please identify yourself as a shareholder by presenting your meeting credentials or a brokerage statement that 
shows you are a Berkshire holder. Enter with rhinestones; leave with diamonds. My daughter tells me that the 
more you buy, the more you save (kids say the darnedest things). 


On Sunday, in the mall outside of Borsheims, a blindfolded Patrick Wolff, twice U.S. chess champion, 
will take on all comers — who will have their eyes wide open — in groups of six. Nearby, Norman Beck, a 
remarkable magician from Dallas, will bewilder onlookers. 


Our special treat for shareholders this year will be the return of my friend, Ariel Hsing, the country’s 
top-ranked junior table tennis player (and a good bet to win at the Olympics some day). Now 14, Ariel came to 
the annual meeting four years ago and demolished all comers, including me. (You can witness my humiliating 
defeat on YouTube; just type in Ariel Hsing Berkshire.) 


Naturally, ve been plotting a comeback and will take her on outside of Borsheims at 1:00 p.m. on 
Sunday. It will be a three-point match, and after I soften her up, all shareholders are invited to try their luck at 
similar three-point contests. Winners will be given a box of See’s candy. We will have equipment available, but 
bring your own paddle if you think it will help. (It won’t.) 


Gorat’s will again be open exclusively for Berkshire shareholders on Sunday, May 2™4, and will be 
serving from | p.m. until 10 p.m. Last year, though, it was overwhelmed by demand. With many more diners 
expected this year, I’ve asked my friend, Donna Sheehan, at Piccolo’s — another favorite restaurant of mine — to 
serve shareholders on Sunday as well. (Piccolo’s giant root beer float is mandatory for any fan of fine dining.) I 
plan to eat at both restaurants: All of the weekend action makes me really hungry, and I have favorite dishes at 
each spot. Remember: To make a reservation at Gorat’s, call 402-551-3733 on April 1st (but not before) and at 
Piccolo’s call 402-342-9038. 


Regrettably, we will not be able to have a reception for international visitors this year. Our count grew 
to about 800 last year, and my simply signing one item per person took about 2 Y2 hours. Since we expect even 
more international visitors this year, Charlie and I decided we must drop this function. But be assured, we 
welcome every international visitor who comes. 


Last year we changed our method of determining what questions would be asked at the meeting and 
received many dozens of letters applauding the new arrangement. We will therefore again have the same three 
financial journalists lead the question-and-answer period, asking Charlie and me questions that shareholders have 
submitted to them by e-mail. 
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The journalists and their e-mail addresses are: Carol Loomis, of Fortune, who may be e-mailed at 
cloomis@fortunemail.com; Becky Quick, of CNBC, at BerkshireQuestions@cnbc.com, and Andrew Ross 
Sorkin, of The New York Times, at arsorkin@nytimes.com. From the questions submitted, each journalist will 
choose the dozen or so he or she decides are the most interesting and important. The journalists have told me 
your question has the best chance of being selected if you keep it concise and include no more than two questions 
in any e-mail you send them. (In your e-mail, let the journalist know if you would like your name mentioned if 
your question is selected.) 


Neither Charlie nor I will get so much as a clue about the questions to be asked. We know the 
journalists will pick some tough ones and that’s the way we like it. 


We will again have a drawing at 8:15 on Saturday at each of 13 microphones for those shareholders 
wishing to ask questions themselves. At the meeting, I will alternate the questions asked by the journalists with 
those from the winning shareholders. We’ve added 30 minutes to the question time and will probably have time 
for about 30 questions from each group. 


At 86 and 79, Charlie and I remain lucky beyond our dreams. We were born in America; had terrific 
parents who saw that we got good educations; have enjoyed wonderful families and great health; and came 
equipped with a “business” gene that allows us to prosper in a manner hugely disproportionate to that 
experienced by many people who contribute as much or more to our society’s well-being. Moreover, we have 
long had jobs that we love, in which we are helped in countless ways by talented and cheerful associates. Indeed, 
over the years, our work has become ever more fascinating; no wonder we tap-dance to work. If pushed, we 
would gladly pay substantial sums to have our jobs (but don’t tell the Comp Committee). 


Nothing, however, is more fun for us than getting together with our shareholder-partners at Berkshire’s 
annual meeting. So join us on May 1* at the Qwest for our annual Woodstock for Capitalists. We’ll see you 


there. 


February 26, 2010 Warren E. Buffett 
Chairman of the Board 


P.S. Come by rail. 
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BERKSHIRE HATHAWAY INC. 
and Subsidiaries 
Selected Financial Data for the Past Five Years 
(dollars in millions except per share data) 


ee es: 2a 
Revenues: 
Insurance premiums earned |) ........... 00.0000. e eee eee $ 27,884 $ 25,525 $ 31,783 $ 23,964 $ 21,997 
Sales and service revenueS ......... 0.0. eee ees 62,555 65,854 58,243 51,803 46,138 
Revenues of utilities and energy businesses ® .............. 11,443 13,971 12,628 10,644 — 
Interest, dividend and other investment income ............. 5,245 4,966 4,979 4,382 3,487 
Interest and other revenues of finance and financial products 
BUSINESSES: 5.0. c ca lore. 4 Basu lel Gane ene edebee Soe aek adie duardiapdew aoe ans 4,579 4,931 5,103 5,111 4,633 
Investment and derivative gains/losses °) ................-. 787 (7,461) 5,509 2,635 5,408 
T Ota TEVENUES: 25 ae acd ace lajahacasdilarsee a Geavacddbia te edacdiastcalevna # dunce $112,493 $107,786 $118,245 $ 98,539 $ 81,663 
Earnings: 
Net earnings attributable to Berkshire Hathaway @ ......... $ 8,055 $ 4,994 §$ 13,213 $ 11,015 $ 8,528 
Net earnings per share attributable to Berkshire Hathaway 
Shareholders) 256s: ain hb ca ye eee iba daub uae Geo e-bahe $ 5,193 $ 3,224 $ 8,548 $ 7,144 $ 5,538 
Year-end data: 
Total:aSsets: 54.25. i-ceenaecae nso cess ened Pa pases wad $297,119 $267,399 $273,160 $248,437 $198,325 
Notes payable and other borrowings: 
Insurance and other non-finance businesses ............ 3,719 4,349 2,680 3,698 3,583 
Utilities and energy businesses ................000.. 19,579 19,145 19,002 16,946 —_— 
Finance and financial products businesses .............. 14,611 13,388 12,144 11,961 10,868 
Berkshire Hathaway shareholders’ equity .................. 131,102 109,267 120,733 108,419 91,484 
Class A equivalent common shares outstanding, in thousands .. 1,552 1,549 1,548 1,543 1,541 
Berkshire Hathaway shareholders’ equity per outstanding 
Class A equivalent common share .............0.-000 00) $ 84,487 $ 70,530 $ 78,008 $ 70,281 $ 59,377 


(1) 


(2) 


(3) 


(4) 


(5) 


Insurance premiums earned in 2007 included $7.1 billion from a single reinsurance transaction with Equitas. 


On February 9, 2006, Berkshire converted its non-voting preferred stock of MidAmerican Energy Holdings Company 
(“MidAmerican”) to common stock and upon conversion, owned approximately 83.4% of the voting common stock 
interests. Accordingly, the Consolidated Financial Statements reflect the consolidation of the accounts of MidAmerican 
beginning in 2006. Berkshire’s investment in MidAmerican was accounted for pursuant to the equity method in 2005. 


The amount of investment and derivative gains and losses for any given period has no predictive value, and variations in 
amount from period to period have no practical analytical value. Derivative gains/losses include significant amounts 
related to non-cash changes in the fair value of long-term contracts arising from short-term changes in equity prices, 
interest rates and foreign currency rates, among other factors. After-tax investment and derivative gains/losses were $486 
million in 2009, $(4.65) billion in 2008, $3.58 billion in 2007, $1.71 billion in 2006 and $3.53 billion in 2005. Investment 
and derivative gains/losses in 2005 include a non-cash pre-tax gain of $5.0 billion ($3.25 billion after-tax) relating to the 
exchange of Gillette stock for Procter & Gamble stock. 


Net earnings attributable to Berkshire for the year ended December 31, 2005 includes a pre-tax underwriting loss of $3.4 
billion in connection with Hurricanes Katrina, Rita and Wilma that struck the Gulf coast and Southeast regions of the 
United States. Such loss reduced net earnings attributable to Berkshire by approximately $2.2 billion. 


Represents net earnings per equivalent Class A common share. Net earnings per Class B common share is equal to 1/1,500 
of such amount. 
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BERKSHIRE HATHAWAY INC. 
ACQUISITION CRITERIA 


We are eager to hear from principals or their representatives about businesses that meet all of the following criteria: 


(1) Large purchases (at least $75 million of pre-tax earnings unless the business will fit into one of our existing units), 

(2) Demonstrated consistent earning power (future projections are of no interest to us, nor are “turnaround” situations), 

(3) Businesses earning good returns on equity while employing little or no debt, 

(4) Management in place (we can’t supply it), 

(5) Simple businesses (if there’s lots of technology, we won’t understand it), 

(6) An offering price (we don’t want to waste our time or that of the seller by talking, even preliminarily, about a 
transaction when price is unknown). 


The larger the company, the greater will be our interest: We would like to make an acquisition in the $5-20 billion range. 
We are not interested, however, in receiving suggestions about purchases we might make in the general stock market. 


We will not engage in unfriendly takeovers. We can promise complete confidentiality and a very fast answer — customarily 
within five minutes — as to whether we’re interested. We prefer to buy for cash, but will consider issuing stock when we receive 
as much in intrinsic business value as we give. We don’t participate in auctions. 


Charlie and I frequently get approached about acquisitions that don’t come close to meeting our tests: We’ve found that if 
you advertise an interest in buying collies, a lot of people will call hoping to sell you their cocker spaniels. A line from a country 
song expresses our feeling about new ventures, turnarounds, or auction-like sales: “When the phone don’t ring, you’ ll know it’s 


” 


me. 


MANAGEMENT?’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 


Management of Berkshire Hathaway Inc. is responsible for establishing and maintaining adequate internal control over 
financial reporting, as such term is defined in the Securities Exchange Act of 1934 Rule 13a-15(f). Under the supervision and 
with the participation of our management, including our principal executive officer and principal financial officer, we conducted 
an evaluation of the effectiveness of the Company’s internal control over financial reporting as of December 31, 2009 as 
required by the Securities Exchange Act of 1934 Rule 13a-15(c). In making this assessment, we used the criteria set forth in the 
framework in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. Based on our evaluation under the framework in Internal Control — Integrated Framework, our management 
concluded that our internal control over financial reporting was effective as of December 31, 2009. 


The effectiveness of our internal control over financial reporting as of December 31, 2009 has been audited by Deloitte & 
Touche LLP, an independent registered public accounting firm, as stated in their report which appears on the following page. 


Berkshire Hathaway Inc. 
February 26, 2010 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Shareholders of 
Berkshire Hathaway Inc. 
Omaha, Nebraska 


We have audited the accompanying consolidated balance sheets of Berkshire Hathaway Inc. and subsidiaries (the 
“Company”’) as of December 31, 2009 and 2008, and the related consolidated statements of earnings, cash flows and changes in 
shareholders’ equity and comprehensive income for each of the three years in the period ended December 31, 2009. We also 
have audited the Company’s internal control over financial reporting as of December 31, 2009, based on criteria established in 
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 
The Company’s management is responsible for these financial statements, for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion 
on these financial statements and an opinion on the Company’s internal control over financial reporting based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all 
material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our 
audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our 
audits provide a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s 
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s 
board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of 
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or 
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on a 
timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future 
periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 
position of Berkshire Hathaway Inc. and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2009, in conformity with accounting principles 
generally accepted in the United States of America. Also, in our opinion, the Company maintained, in all material respects, 
effective internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control 
— Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 


DELOITTE & TOUCHE LLP 


Omaha, Nebraska 
February 26, 2010 


25 


BERKSHIRE HATHAWAY INC. 


and Subsidiaries 


CONSOLIDATED BALANCE SHEETS 


ASSETS 
Insurance and Other: 


Cashiaind cash: q iit Valent: yi. s.etesicteei oan si-.iesbbinc eestor avin sland fe tex oma fav Sy a tcmsoadby aor en nb can one avesieel nets wend aire en 


Investments: 


Fixed Maturity Securities: « ia.6 oh. da vhs Seas abraded pares Se EHEE we, oad See HELE aped NOLS ew FATS CIS ae 
EQuibyS@CUnTELES gc, ssinsiciudets ay fee saya eh. Ge eotacardutin isla odeuk Faye oN reba Bult teh se, aw ent wedi Bana, avenee lace S Bhs a cianen, aay ed 
OUNGE sicio-savecstarm aa, a ieisiscn Baie fine Spal eeaed ee ace anaes Sk Wi ae ara ae NES Ethene Apes Rema Ce LEER aoe aes egal we 


ANVENLOTIES:. 5 5 scde's ati akc gine ea UR ERR ON EN ae Gu eae bene oa id eta s Mon saa al a eed weet a oaly wig ey 
‘Property; plant and! equipment 500 scape aopiad coral Gen odes Enea eS Rea eae aah owe aes eae dy Sa ORE cae aA IRMA 
OO YW in scapes case nes edn seNMaica Tote at cot rnc Ge SSI ali un het AUR bind ein MOND Be asetie aLuar eT nowt senor sacle uh aver teRl gl SUL SN be Atel oe 
UNE spices dace e eA Rae Ke Alea ue Sate eR Cn es Oa mae ad Sedlgie) Sale Sam ede Dude Sahara Sad wel dieds a aie os haat 


Utilities and Energy: 


Cashiand! cash equivalents: <:. i928 daha dinis SEAR ANSE TES ee daa OR EHTS RMA Jee EEE ea ee Rare ales 
Property, plant and equipment aie. lai susce ei cerecoe. ween ine dhe avert ute alos oye abbot, be mse san ds dems engl nah Sanu ngid ay wrealin eee Dale esd nari, ei 
GOOdWI es wiiaoavsiiens Rash Wana ae a RAG TA ee AEE Re Mb RO DR EER eR eR Saag aw gee p EOE E 
Oiher ine tase Sonia waa. PR aGiae eG 


Finance and Financial Products: 


Cash and cash equivalents .................0.. 
Investments in fixed maturity securities .......... 
Other NVESEMENES jas. ss dorce see wide eke avapare ea Guemtiy 
Loans and finance receivables ................. 
GOOdWI 3 és cawea ei ad Saa $4 dae os Yea de we oa 
QUE 3 5500s Sarin es Lasse ae i hat eae ON Oe 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Insurance and Other: 


Losses and loss adjustment expenses ............ 
Uneariied premwims: ses ssc cineca em ene wie 0 ele wun ge ae 
Life and health insurance benefits .............. 
Accounts payable, accruals and other liabilities ... 
Notes payable and other borrowings ............ 


Utilities and Energy: 


Accounts payable, accruals and other liabilities .. . 
Notes payable and other borrowings ............ 


Finance and Financial Products: 


Accounts payable, accruals and other liabilities .. . 
Derivative contract liabilities .................. 


Income taxes, principally deferred .................. 


Total Habilities: <6. 650 c00 33.64.8605 6440 


Shareholders’ equity: 


COMMON SIOCK: 9.56 heire hone ce ess Ba ed STH BS 
Capital in excess of par value.................. 
Accumulated other comprehensive income ....... 
Retained earnings 2. ac. een eee ee oe aca en oe 


Berkshire Hathaway shareholders’ equity 


Noncontrolling interests ..................0000, 


Total shareholders’ equity ............ 


(dollars in millions) 


See accompanying Notes to Consolidated Financial Statements 
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December 31, 


2009 2008 
$ 27,917 $ 24,302 
32,523 27,115 
56,562 49,073 
28,980 18,419 
14,792 14,925 
6,147 7,500 
15,720 16,703 
27,614 27,477 
13,070 13,257 
223,325 =: 198,771 
429 280 
30,936 28,454 
5,334 5,280 
8,072 7,556 
44,771 41,570 
2,212 957 
4,608 4,517 
3,620 3,116 
13,989 13,942 
1,024 1,024 
3,570 3,502 
29,023 27,058 
$297,119 $267,399 
$ 59,416 $ 56,620 
7,925 7,861 
3,802 3,619 
15,379 14,987 
3,719 4,349 
90,241 87,436 
5,895 6,175 
19,579 19,145 
25,474 25,320 
2,514 2,656 
9,269 14,612 
14,611 13,388 
26,394 30,656 
19,225 10,280 
161,334 = 153,692 
8 8 
27,074 27,133 
17,793 3,954 
86,227 78,172 
131,102 109,267 
4,683 4,440 
135,785 113,707 
$297,119 $267,399 


BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF EARNINGS 


(dollars in millions except per share amounts) 


Year Ended December 31, 
2009 2008 2007 
Revenues: 
Insurance and Other: 
Instirance:préemitims:eatned oo. eee case eed ade dba ene a eed ese Fea ewe ean $ 27,884 $ 25,525 $ 31,783 
Salésand Service TEVENUES: efi. cosy bodb sb neces ah betes Rabe ew Us sy bce laws dcdee de 62,555 65,854 58,243 
Interest, dividend and other investment income ...........00. 00 ccc eee teen eens 5,245 4,966 4,979 
Investment Pains/lOSseS sj ice Gt os ateeae date cae natty anacnan ie eee eel aee OR Gnas oe Bre 251 1,166 5,405 
Other-than-temporary impairment losses on investments .......... 0.0.0 e cee eee eee eee eee (3,155) (1,813) — 
92,780 95,698 100,410 
Utilities and Energy: 
OPeraliNs TEVEMUCS: . fusctaehasenss societal tiie Basie sleum naaRe ance. peclest a uaeteuanataycdeore maaene padeadci eilauenanaiie-gsious 11,204 12,668 12,376 
(QRS Fas ayer anaiine deceenstads Pree doe ses ates vO e Wrama is oi anbed aeanec de anlesaaritn Sobre datums Gaga Sa uaidiy eights 239 1,303 252 
11,443 13,971 12,628 
Finance and Financial Products: 
Interest, dividend and other investment income ...........0.0 000 ccc ccc etn eee 1,886 1,790 1,717 
Investinient pains/OSSesis. cede wa Keowee sia dace inde See wees Meee saw oe 67 7 193 
Derivative gains/losses: ..ccc cog ee ated c ace eee ede oa pa ea E ENE WESTERNS S Ce Eee Os 3,624 (6,821) (89) 
ERS. sc sien sarge. Selden et eigen achat, RSE finch Bee AB aah ace eab nnd be Rey MUN ecb Mace is Sechtoues Sheek 2,693 3,141 3,386 
8,270 (1,883) 5,207 
112,493 107,786 118,245 
Costs and expenses: 
Insurance and Other: 
Insurance losses and loss adjustment expenses .......... 0. cece eee eee eee 18,251 16,259 21,010 
Life and health insurance benefits .......0.0. 0.00 ent e eet n eens 1,838 1,840 1,786 
Insurance-under writing expenses: 00 9 sce cca eee dadae a ae e ea sea ae ee eae See aes 6,236 4,634 5,613 
Cost of sales.and SEnvices cy. cass ates eaads Enea aha Vieae bared eden Raced aseelate eter aera 52,647 54,103 47,477 
Selling, general and administrative expenses .......... 000. c cece eee n ene eens 8,117 8,052 7,098 
Interest EXPENSe's:6. ssi sci ee ea Gals LEER STEM EM oN ES TEE FOSS eER REE ES 4 130 156 164 
87,219 85,044 83,148 
Utilities and Energy: 
Cost of-sales:and operating expenses: vs st. ge kanes bee hha Raw Shed ocean Saw els 8,739 9,840 9,696 
TMESTESH EX PSMSE Se Saar. co cxncstieecoasey at tte hrtesenastdiiee ea teudctor disc. tone tedicla fet endrientatehe sanbaw cheatin i,ciue aaa eat 1,176 1,168 1,158 
9,915 11,008 10,854 
Finance and Financial Products: 
INtereSt:Cxpenses.ds.d2 setae dttnws.ceGe deed eo sde edad saree a eead Is Ee Eabaat 686 639 588 
ORE ag sisal cay acpi eslernbis cde ert Sache. la HE Sad Res Ne burs tas abs ann bald Re ula Ua Ne usb acorn a echatove Seta oh 3,121 3,521 3,494 
3,807 4,160 4,082 
100,941 100,212 98,084 
Earnings before income taxes and equity method earnings .................0 00000 eee eee 11,552 T,5T4 20,161 
Income tax Expense s5 sciccg 64 eee ed auee dds yates @eeeeal eae CIS e Saeed sees ae 3,538 1,978 6,594 
Earnings from equity method investments .......... 0.000. c ect e eee t eee 427 —_ — 
NetiearningS:< 6 a0. ceed pehaat ats ae eens eRe a, he ee Laat asi hae Lea saa tad 8,441 5,596 13,567 
Less: Earnings attributable to noncontrolling interests ......... 0.0... cee eee eee eee 386 602 354 
Net earnings attributable to Berkshire Hathaway ................... 0.00. c ce eee eee eee $ 8055 $ 4,994 $ 13,213 
Average common shares outstanding * 2.20... . eee cece een t eens 1,551,174 1,548,960 1,545,751 
Net earnings per share attributable to Berkshire Hathaway shareholders * ................. $ 5,193 $ 3,224 $ 8,548 


* Average shares outstanding include average Class A common shares and average Class B common shares determined on an equivalent 
Class A common stock basis. Net earnings per share attributable to Berkshire Hathaway shareholders shown above represents net earnings 
per equivalent Class A common share. Net earnings per Class B common share is equal to one-fifteen-hundredth (1/1,500) of such amount 
or $3.46 per share for 2009, $2.15 per share for 2008 and $5.70 per share for 2007 after giving effect to the 50-for-1 Class B stock split 


that became effective on January 21, 2010. See Note 19. 


See accompanying Notes to Consolidated Financial Statements 
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BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


(dollars in millions) 


Cash flows from operating activities: 

INGE Carma S? ig, «tse. ee. cone, niardeitleds, aeitticteedh ate bg how 0 Whe tae bh ob paca dence aptas A Rea gah a eee ae 

Adjustments to reconcile net earnings to operating cash flows: 
Investment (gains) losses and other-than-temporary impairment losses ........... 
DSP CIAL OM 5 os.c5. ois saceat as paved ariaraa Daauel ane Gedo ecesd asa macpapna eG Gpanerae Geta ha ee ate 
OME 4 ae it Ged a isda Seen dee ir ein det) Cea ode Sane eee ee eae se 

Changes in operating assets and liabilities before business acquisitions: 
Losses and loss adjustment expenses ......... 0.0. e eee eee eee eee 
Deferred charges reinsurance assumed ........... 0000 c eee e eee eee eee 
Unearned premiums... 3... .ccc cede eee tae ae ced Meade ede as eae ees 
Receivables and originated loans ........ 2.0... cece eee eee eens 
Derivative contract assets and liabilities ........ 0.0.00... 0.0... e eee eee ee 


Net cash flows from operating activities ...... 0... . eee eee 


Cash flows from investing activities: 
Purchases of fixed maturity securities ... 0.0.0... cece ects 
Purchases Of Equity SECUMMMES. <.5)se5ccalata adcavel gcecde gol ess Gos ecepipnaliac- a Spacesewaraaecp a secacbiate 
Purchases of other investments .... 0.0.0.0... cece eee eee 
Sales of fixed maturity securities... 2.2... eee eee 
Redemptions and maturities of fixed maturity securities ................... 00.0008. 
pales of equity SecUMles:. 6... 6.3.65ci6s Sebekacte behets Sete oiad bead oboe Reece 
Purchases of loans and finance receivables ........... 00... cece ee eee 
Principal collections on loans and finance receivables ............. 00.0: eee eee eee 
Acquisitions of businesses, net of cash acquired ......... 0... cece eee eee ee 
Purchases of property, plant and equipment ......... 0.0... cece eee eee eee 
QUST ia ese Le eaes BG Beets RereetGue dale sip a Soke deed Gao bade ace dilate ads daa gee GlaS8. bh el eee 


Net cash flows from investing activities ....... 0... eee eee 


Cash flows from financing activities: 
Proceeds from borrowings of finance businesses .......... 00.000 cee e eee eee 
Proceeds from borrowings of utilities and energy businesses ............0..0 000000 
Proceeds from other borrowings ....... 0.0.0 cece cece eee e een eee 
Repayments of borrowings of finance businesses .......... 00.000. c eee eee eee 
Repayments of borrowings of utilities and energy businesses...............0 000000 
Repayments of other borrowings ............. 0. cece cette teens 
Changes in short term borrowings, net ....... 0.0... cece ee eee 
Acquisitions of noncontrolling interests and other .............. 0.00.00 02 eee eee 


Net cash flows from financing activities ...... 0.2... eee 
Effects of foreign currency exchange rate changes .............. 00 cee cece eee eee ee 


Increase (decrease) in cash and cash equivalents ......... 0.0... c eee eee eee eee 
Cash and cash equivalents at beginning of year... 2.2... 2... cee ee 


Cash and cash equivalents at end of year * .............. 00.0.0 cece eens 


* Cash and cash equivalents at end of year are comprised of the following: 
Insurance-and Other 9.3 636064400 bib he De eee eae Hiker ae ee eer Gon 
Utilities Gnd ENEPEY 8 cesate vee ee oan Wad os BAS eRe hs BEAR SRG Mawds tone aE 
Finance and Financial Products <6 ilea a eesaie x boeing eee ep en 8 RRA CEOS Rhee 


See accompanying Notes to Consolidated Financial Statements 
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Year Ended December 31, 
ew, ae 
$ 8,441 $ 5,596 $ 13,567 

2,837 640 (5,598) 
3,127 2,810 2,407 
(149) (1,248) (268) 
2,165 1,466 (1,164) 
(39) 64 196 
(21) 1,311 (713) 
697 (2,222) (977) 
(5,441) 7,827 2,938 
2,035 (2,057) 553 
as. Oe). bom 
15,846 11,252 12,550 
(10,798) (35,615) (13,394) 
(4,570) (10,140) (19,111) 
(7,068) (14,452) — 
4,338 14,796 7,821 
5,234 18,550 9,158 
5,626 6,840 8,054 

(854) (1,446) (1,008) 

796 740 1,229 

(108) (6,050) (1,602) 

(4,937) (6,138) (5,373) 
1,180 849 798 
(11,161) (32,066) (13,428) 
1,584 5,195 1,153 
1,241 2,147 3,538 

289 134 121 

(403) (3,861) (1,093) 

(444) (2,147) (1,149) 

(739) (233) (995) 

(885) 1,183 (596) 

(410) (132) 387 

233 2,286 1,366 

101 (262) 98 
5,019 (18,790) 586 
25,539 44,329 43,743 
$ 30,558 $ 25,539 $ 44,329 
$27,917 $24,302 $ 37,703 
429 280 1,178 
2,212 957 5,448 

$ 30,558 $25,539 $ 44,329 


BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
AND COMPREHENSIVE INCOME 


(dollars in millions) 


Berkshire Hathaway shareholders’ equity 
Common stock Accumulated 


and capital in other Non- 
excess of par comprehensive Retained controlling 
value income earnings Total interests 
Balance at December 31, 2006 ....... 0.0.0... cc cece ee eee $26,530 $ 22,977 $58,912 $108,419 $2,262 
Net-CamingS 2300065 0c.46¢40i604044 biatetiwetde ener eeauies — — 13,213 13,213 354 
Other comprehensive income, net ............ 0.000 ee eee eee — (1,357) — (1,357) 35 
Issuance of common stock and other transactions ............ 430 — — 430 — 
Adoption of new accounting pronouncements ............... — —_— 28 28 — 
Changes in noncontrolling interests: 
Interests acquired and other transactions ............... — — — — 17 
Balance at December 31, 2007 .. 0... . 0... ccc eee 26,960 21,620 72,153 120,733 2,668 
INGO CAIMINES <2. 5 idscop.c Aid dee tse are Aopen Adee ace puns e marienee, Baa ae — — 4,994 4,994 602 
Other comprehensive income, net ........... 0... eee eee eee — (17,267) — (17,267) = (255) 
Adoption of equity method ................ 0.00.00 00 00005 — (399) 1,025 626 — 
Issuance of common stock and other transactions ............ 181 — — 181 — 
Adoption of new accounting pronouncements ............... — —_— — —_— 128 
Changes in noncontrolling interests: 
BuSIness ACQUISINONS 0.0/5 2 side eae cs Ok Va eee eRe — — — —_— 1,568 
Interests acquired and other transactions ............... — — — —_ (271) 
Balance at December 31, 2008 ........ 0.0.00... eee ee 27,141 3,954 78,172 109,267 4,440 
INGE Camm eS) 5535.0. i sid. cee Shards Ghaceen Ge doen a ecieuangee. tc Waban as — — 8,055 8,055 386 
Other comprehensive income, net ............ 0.0.0 ee eee eee — 13,729 — 13,729 199 
Issuance of common stock and other transactions ............ 172 — — 172 — 
Changes in noncontrolling interests: 
Interests acquired and other transactions ............... (231) 110 — (121) = (342) 
Balance at December 31, 2009 ....... 0... cece cece eee $27,082 $ 17,793 $86,227 $131,102 $4,683 
2009 2008 2007 
Comprehensive income attributable to Berkshire: 
Net earmings. . vices os ¢baveee Ges i6 bee ne bees Gena sd Oren ee vee eee Beis $ 8,055 $ 4,994 $13,213 
Other comprehensive income: 
Net change in unrealized appreciation of investments .............. 00.00.00. e eee 17,607 (23,342) 2,523 
Applicable income taxes ..... 0.0... cece een ee eben cent e eee (6,263) 8,257 (872) 
Reclassification of investment appreciation in net earnings ................. 00.0008. 2,768 895 (5,494) 
Applicable income taxes ..... 0.0... cece cc eee ene eben een n ee enee (969) (313) 1,923 
Foreign currency translation: oes ise es eee ea See ee bola Maoh ee EG Ga ed eae 851 (2,140) 456 
Applicable income taxes ..... 0.0... cece cc een nee nent n ene eee (17) 118 (26) 
Prior service cost and actuarial gains/losses of defined benefit plans ................. (41) (1,071) 257 
Applicable income taxes ..... 0.0... cece cc eee ee eben nent e eens (1) 389 (102) 
USE ogee tens etc oeere eae esis ie secs, ao cee toe at seer nh She see enact oe ena eg eae gaat ah (206) (60) (22) 
Other comprehensive income, net ..... 0... . eee cnet teen eens 13,729 (17,267) (1,357) 
Comprehensive income attributable to Berkshire .............. 00.0 cece cece eee eee $21,784 $(12,273) $11,856 
Comprehensive income of noncontrolling interests ............. 0.0 cece cette $ 585 $ 347 $ 389 


See accompanying Notes to Consolidated Financial Statements 


27 


BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2009 


(1) Significant accounting policies and practices 


(a) Nature of operations and basis of consolidation 


(b) 


(c) 


Berkshire Hathaway Inc. (“Berkshire”) is a holding company owning subsidiaries engaged in a number of diverse 
business activities, including property and casualty insurance and reinsurance, utilities and energy, finance, 
manufacturing, service and retailing. In these notes the terms “us,” “we,” or “our” refer to Berkshire and its 
consolidated subsidiaries. Further information regarding our reportable business segments is contained in Note 22. 


Significant business acquisitions completed over the past three years are discussed in Note 2. 


The accompanying Consolidated Financial Statements include the accounts of Berkshire consolidated with the 
accounts of all subsidiaries and affiliates in which we hold a controlling financial interest as of the financial statement 
date. Normally a controlling financial interest reflects ownership of a majority of the voting interests. Other factors 
considered in determining whether a controlling financial interest is held include whether we possess the authority to 
purchase or sell assets or make other operating decisions that significantly affect the entity’s results of operations and 
whether we bear a majority of the financial risk of the entity. Intercompany accounts and transactions have been 
eliminated. Certain amounts in prior year presentations have been reclassified to conform with the current year 
presentation. 


In 2009, the Financial Accounting Standards Board established the FASB Accounting Standards Codification ™ (the 
“Codification”) as the source of accounting principles generally accepted in the United States of America (“GAAP”) 
through the integration of then current accounting standards from several sources into a single source. The 
Codification did not affect the content or application of GAAP that was in effect and had no material impact on our 
Consolidated Financial Statements. In these notes, relevant accounting principles are identified by Accounting 
Standards Codification number or “ASC.” 


As of January 1, 2009, we adopted certain provisions of ASC 810 Consolidation which require that noncontrolling 
interests (formerly known as “minority interests”) be displayed in the balance sheet as a separate component of 
shareholders’ equity and that net earnings attributable to the noncontrolling interests be indentified and presented in 
the statement of earnings. In addition, changes in ownership interests where the parent retains a controlling interest are 
to be reported as transactions affecting shareholders’ equity. Previously such transactions were reportable as 
additional investment purchases (potentially resulting in recognition of additional other assets, including goodwill, or 
liabilities) or sales (potentially resulting in gains or losses). During 2009, we acquired certain noncontrolling interests 
in subsidiaries that resulted in a reduction to shareholders’ equity attributable to Berkshire of approximately $121 
million. The reduction represents the excess of consideration paid over the previously recorded balance sheet carrying 
amount of the acquired noncontrolling (minority) interests. 


Use of estimates in preparation of financial statements 


The preparation of our Consolidated Financial Statements in conformity with GAAP requires us to make estimates 
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the period. In particular, estimates of unpaid losses and loss 
adjustment expenses and related recoverables under reinsurance for property and casualty insurance are subject to 
considerable estimation error due to the inherent uncertainty in projecting ultimate claim amounts that will be settled 
over many years. In addition, estimates and assumptions associated with the amortization of deferred charges 
reinsurance assumed, determination of fair value of certain financial instruments and evaluation of goodwill for 
impairment requires considerable judgment. Actual results may differ from the estimates used in preparing our 
Consolidated Financial Statements. 


Cash and cash equivalents 


Cash equivalents consist of funds invested in U.S. Treasury Bills, money market accounts, demand deposits and other 
investments with a maturity of three months or less when purchased. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(d) 


(e) 


Investments 


We determine the appropriate classification of investments in fixed maturity and equity securities at the acquisition 
date and re-evaluate the classification at each balance sheet date. Held-to-maturity investments are carried at 
amortized cost, reflecting the ability and intent to hold the securities to maturity. Trading investments are carried at 
fair value and include securities acquired with the intent to sell in the near term. All other securities are classified as 
available-for-sale and are carried at fair value with net unrealized gains or losses reported as a component of 
accumulated other comprehensive income. 


We utilize the equity method of accounting with respect to investments when we possess the ability to exercise 
significant influence, but not control, over the operating and financial policies of the investee. The ability to exercise 
significant influence is presumed when an investor possesses more than 20% of the voting interests of the investee. 
This presumption may be overcome based on specific facts and circumstances that demonstrate that the ability to 
exercise significant influence is restricted. We apply the equity method to investments in common stock and to other 
investments when such other investments possess substantially identical subordinated interests to common stock. In 
applying the equity method with respect to investments previously accounted for at cost or fair value, the carrying 
value of the investment is adjusted on a step-by-step basis as if the equity method had been applied from the time the 
investment was first acquired. 


In applying the equity method, we record our investment at cost and subsequently increase or decrease the carrying 
amount of investment by our proportionate share of the net earnings or losses and other comprehensive income of the 
investee. We record dividends or other equity distributions as reductions in the carrying value of the investment. In the 
event that net losses of the investee reduce the carrying amount to zero, additional net losses may be recorded if other 
investments in the investee are at-risk even if we have not committed to provide financial support to the investee. 
Such additional equity method losses, if any, are based upon the change in our claim on the investee’s book value. 


Investment gains and losses arise when investments are sold (as determined on a specific identification basis) or are 
other-than-temporarily impaired. If a decline in the value of an investment below cost is deemed other than temporary, 
the cost of the investment is written down to fair value, with a corresponding charge to earnings. Factors considered in 
judging whether an impairment is other than temporary include: the financial condition, business prospects and 
creditworthiness of the issuer, the length of time that fair value has been less than cost, the relative amount of the 
decline and our ability and intent to hold the investment until the fair value recovers. 


Effective April 1, 2009, the FASB amended the provisions of ASC 320 Investments — Debt and Equity Securities 
relating to the recognition, measurement and presentation for other-than-temporary impairments of debt securities and 
changed certain disclosure requirements. With respect to an investment in a debt security, an other-than-temporary 
impairment is recognized if the investor (a) intends to sell or expects to be required to sell the debt security before 
amortized cost is recovered or (b) does not expect to ultimately recover the amortized cost basis even if it does not 
intend to sell the security. Losses under (a) are recognized in earnings. Under (b) the credit loss component is 
recognized in earnings and any difference between fair value and the amortized cost basis net of the credit loss is 
reflected in other comprehensive income. The adoption of this amendment did not have a material impact on our 
Consolidated Financial Statements. 


Loans and finance receivables 


Loans and finance receivables consist of commercial and consumer loans originated or purchased. Loans and finance 
receivables are stated at amortized cost based on our ability and intent to hold such loans and receivables to maturity 
and are net of allowances for uncollectible accounts. Amortized cost represents acquisition cost, plus or minus 
origination and commitment costs paid or fees received, which together with acquisition premiums or discounts are 
deferred and amortized as yield adjustments over the life of the loan. 


Allowances for estimated losses from uncollectible loans are recorded when it is probable that the counterparty will be 
unable to pay all amounts due according to the terms of the loan. Allowances are provided on aggregations of 
consumer loans with similar characteristics and terms based upon historical loss and recovery experience, delinquency 
rates and current economic conditions. Provisions for loan losses are charged to earnings. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(f) 


(g) 


(h) 


(i) 


Derivatives 


We carry derivative contracts at estimated fair value in the accompanying Consolidated Balance Sheets. Such 
balances reflect reductions permitted under master netting agreements with counterparties. The changes in fair value 
of derivative contracts that do not qualify as hedging instruments for financial reporting purposes are recorded in 
earnings as derivative gains/losses. 


Cash collateral received from or paid to counterparties to secure derivative contract assets or liabilities is included in 
other liabilities or assets of finance and financial products businesses. Securities received from counterparties as 
collateral are not recorded as assets and securities delivered to counterparties as collateral continue to be reflected as 
assets in our Consolidated Balance Sheets. 


Fair value measurements 


As defined under GAAP, fair value is the price that would be received to sell an asset or paid to transfer a liability 
between market participants in the principal market or in the most advantageous market when no principal market 
exists. Market participants are assumed to be independent, knowledgeable, able and willing to transact an exchange 
and not under duress. Nonperformance or credit risk is considered in determining the fair value of liabilities. 
Considerable judgment may be required in interpreting market data used to develop the estimates of fair value. 
Accordingly, estimates of fair value presented herein are not necessarily indicative of the amounts that could be 
realized in a current or future market exchange. 


Effective April 1, 2009, the FASB amended ASC 820 Fair Value Measurements and Disclosures to clarify that 
adjustments to transaction prices or quoted market prices may be required in illiquid or disorderly markets in order to 
estimate fair value. This amendment prescribes no specific methodology for making adjustments to transaction prices 
or quoted prices but rather confirms that different valuation techniques may be appropriate under the circumstances to 
determine the value that would be received to sell an asset or paid to transfer a liability in an orderly transaction. In 
August 2009, the FASB issued Accounting Standards Update 2009-05, “Measuring Liabilities at Fair Value” (“ASU 
2009-05”). ASU 2009-05 provides guidance on valuing a liability when a quoted price in an active market is not 
available and was effective October 1, 2009. The adoption of the amendment to ASC 820 and ASU 2009-05 did not 
have a material impact on our Consolidated Financial Statements. 


Inventories 


Inventories consist of manufactured goods and purchased goods acquired for resale. Manufactured inventory costs 
include raw materials, direct and indirect labor and factory overhead. Inventories are stated at the lower of cost or 
market. As of December 31, 2009, approximately 40% of the total inventory cost was determined using the 
last-in-first-out (“LIFO”) method, 32% using the first-in-first-out (“FIFO”) method, with the remainder using the 
specific identification method or average cost methods. With respect to inventories carried at LIFO cost, the aggregate 
difference in value between LIFO cost and cost determined under FIFO methods was $661 million and $607 million 
as of December 31, 2009 and 2008, respectively. 


Property, plant and equipment 


Additions to property, plant and equipment are recorded at cost. The cost of major additions and betterments are 
capitalized, while the cost of replacements, maintenance and repairs that do not improve or extend the useful lives of 
the related assets are expensed as incurred. Interest over the construction period is capitalized as a component of cost 
of constructed assets. In addition, the cost of constructed assets of certain of our regulated utility and energy 
subsidiaries that are subject to ASC 980 Regulated Operations also includes an equity allowance for funds used during 
construction. Also see Note 1(p). 


Depreciation is provided principally on the straight-line method over estimated useful lives. Depreciation of assets of 
certain regulated utility and energy subsidiaries is provided over recovery periods based on composite asset class lives 
as agreed to by regulators. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(i) 


(j) 


(k) 


Property, plant and equipment (Continued) 


We evaluate property, plant and equipment for impairment when events or changes in circumstances indicate that the 
carrying value of such assets may not be recoverable or the assets are being held for sale. Upon the occurrence of a 
triggering event, we review the asset to assess whether the estimated undiscounted cash flows expected from the use 
of the asset plus residual value from the ultimate disposal exceeds the carrying value of the asset. If the carrying value 
exceeds the estimated recoverable amounts, we write down the asset to the estimated present value of the expected 
future cash flows from use of the asset. Impairment losses are reflected in the Consolidated Statements of Earnings, 
except with respect to impairments of assets of certain domestic regulated utility and energy subsidiaries where 
impairment losses are offset by the establishment of a regulatory asset to the extent recovery in future rates is 
probable. 


Goodwill 


Goodwill represents the excess of the purchase price over the fair value of identifiable net assets acquired in business 
acquisitions. We evaluate goodwill for impairment at least annually. Evaluating goodwill for impairment involves a 
two-step process. The first step is to estimate the fair value of the reporting unit. There are several methods of 
estimating a reporting unit’s fair value, including market quotations, asset and liability fair values and other valuation 
techniques, such as discounted projected future net earnings or net cash flows and multiples of earnings. If the 
carrying amount of a reporting unit, including goodwill, exceeds the estimated fair value, a second step is performed. 
Under the second step, the identifiable assets, including identifiable intangible assets, and liabilities of the reporting 
unit are estimated at fair value as of the current testing date. The excess of the estimated fair value of the reporting 
unit over the estimated fair value of net assets establishes the implied value of goodwill. The excess of the recorded 
goodwill over the implied value is charged to earnings as an impairment loss. A significant amount of judgment is 
required in estimating the fair value of the reporting unit and performing goodwill impairment tests. 


Revenue recognition 


Insurance premiums for prospective property/casualty insurance and reinsurance and health reinsurance policies are 
earned in proportion to the level of protection provided. In most cases, premiums are recognized as revenues ratably 
over the term of the contract with unearned premiums computed on a monthly or daily pro rata basis. Premiums for 
retroactive reinsurance property/casualty policies are earned at the inception of the contracts. Premiums for life 
reinsurance contracts are earned when due. Premiums earned are stated net of amounts ceded to reinsurers. Premiums 
are estimated with respect to certain reinsurance contracts where reports from ceding companies for the period are not 
contractually due until after the balance sheet date. For contracts containing experience rating provisions, premiums 
are based upon estimated loss experience under the contract. 


Sales revenues derive from the sales of manufactured products and goods acquired for resale. Revenues from sales are 
recognized upon passage of title to the customer, which generally coincides with customer pickup, product delivery or 
acceptance, depending on terms of the sales arrangement. 


Service revenues are recognized as the services are performed. Services provided pursuant to a contract are either 
recognized over the contract period or upon completion of the elements specified in the contract depending on the 
terms of the contract. Revenues related to the sales of fractional ownership interests in aircraft are recognized ratably 
over the term of the related management services agreement as the transfer of ownership interest in the aircraft is 
inseparable from the management services agreement. 


Interest income from investments in bonds and loans is earned under the constant yield method and includes accrual of 
interest due under terms of the bond or loan agreement as well as amortization of acquisition premiums and accruable 
discounts. In determining the constant yield for mortgage-backed securities, anticipated counterparty prepayments are 
estimated and evaluated periodically. Dividends from equity securities are earned on the ex-dividend date. 


Operating revenue of utilities and energy businesses resulting from the distribution and sale of natural gas and electricity 
to customers is recognized when the service is rendered or the energy is delivered. Amounts recognized include unbilled 
as well as billed amounts. Rates charged are generally subject to federal and state regulation or established under 
contractual arrangements. When preliminary rates are permitted to be billed prior to final approval by the applicable 
regulator, certain revenue collected may be subject to refund and a liability for estimated refunds is accrued. 
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(1) Significant accounting policies and practices (Continued) 


(1) 


(m) 


(n) 


(P) 


(q) 


Losses and loss adjustment expenses 


Liabilities for unpaid losses and loss adjustment expenses represent estimated claim and claim settlement costs of 
property/casualty insurance and reinsurance contracts with respect to losses that have occurred as of the balance sheet 
date. The liabilities for losses and loss adjustment expenses are recorded at the estimated ultimate payment amounts, 
except that amounts arising from certain workers’ compensation reinsurance business are discounted as discussed 
below. Estimated ultimate payment amounts are based upon (1) individual case estimates, (2) reports of losses from 
policyholders and (3) estimates of incurred but not reported losses. 


Provisions for losses and loss adjustment expenses are charged to earnings after deducting amounts recovered and 
estimates of amounts recoverable under reinsurance contracts. Reinsurance contracts do not relieve the ceding 
company of its obligations to indemnify policyholders with respect to the underlying insurance and reinsurance 
contracts. 


The estimated liabilities of workers’ compensation claims assumed under certain reinsurance contracts are carried at 
discounted amounts. Discounted amounts are based upon an annual discount rate of 4.5% for claims arising prior to 
January 1, 2003 and 1% for claims arising thereafter, consistent with discount rates used under statutory accounting 
principles. The periodic discount accretion is included in earnings as a component of losses and loss adjustment 
expenses. 


Deferred charges reinsurance assumed 


Estimated liabilities for claims and claim costs in excess of the consideration received with respect to retroactive 
property and casualty reinsurance contracts that provide for indemnification of insurance risk are established as 
deferred charges at inception of such contracts. Deferred charges are subsequently amortized using the interest method 
over the expected claim settlement periods. Changes to the estimated timing or amount of loss payments produce 
changes in periodic amortization. Such changes in estimates are determined retrospectively and are included in 
insurance losses and loss adjustment expenses in the period of the change. The unamortized balances of deferred 
charges reinsurance assumed were $3,957 million and $3,923 million at December 31, 2009 and 2008, respectively. 


Insurance premium acquisition costs 


Costs that vary with and are related to the issuance of insurance policies are deferred, subject to ultimate 
recoverability, and are charged to underwriting expenses as the related premiums are earned. Acquisition costs consist 
of commissions, premium taxes, advertising and certain other costs. The recoverability of premium acquisition costs 
generally reflects anticipation of investment income. The unamortized balances of deferred premium acquisition costs 
are included in other assets and were $1,770 million and $1,698 million at December 31, 2009 and 2008, respectively. 


Regulated utilities and energy businesses 


Certain domestic energy subsidiaries prepare their financial statements in accordance with ASC 980 Regulated 
Operations, reflecting the economic effects from the ability to recover certain costs from customers and the 
requirement to return revenues to customers in the future through the regulated rate-setting process. Accordingly, 
certain costs are deferred as regulatory assets and obligations are accrued as regulatory liabilities which will be 
amortized over various future periods. At December 31, 2009, the Consolidated Balance Sheet includes $2,093 
million in regulatory assets and $1,603 million in regulatory liabilities. At December 31, 2008, the Consolidated 
Balance Sheet includes $2,156 million in regulatory assets and $1,506 million in regulatory liabilities. Regulatory 
assets and liabilities are components of other assets and other liabilities of utilities and energy businesses. 


Regulatory assets and liabilities are continually assessed for probable future inclusion in regulatory rates by 
considering factors such as applicable regulatory changes, recent rate orders received by other regulated entities and 
the status of any pending or potential legislation. If future inclusion in regulatory rates ceases to be probable, the 
amount no longer probable of inclusion in regulatory rates is charged to earnings, refunded to customers or reflected 
as an adjustment to rates. 


Foreign currency 


The accounts of our foreign-based subsidiaries are measured in most instances using the local currency of the 
subsidiary as the functional currency. Revenues and expenses of these businesses are generally translated into U.S. 
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(1) Significant accounting policies and practices (Continued) 


(r) 


(s) 


(t) 


Dollars at the average exchange rate for the period. Assets and liabilities are translated at the exchange rate as of the 
end of the reporting period. Gains or losses from translating the financial statements of foreign-based operations are 
included in shareholders’ equity as a component of accumulated other comprehensive income. Gains and losses 
arising from transactions denominated in a currency other than the functional currency of the entity that is party to the 
transaction are included in earnings. 


Income taxes 


We file a consolidated federal income tax return in the United States. In addition, we also file income tax returns in 
state, local and foreign jurisdictions as applicable. Provisions for current income tax liabilities are calculated and 
accrued on income and expense amounts expected to be included in the income tax returns for the current year. 


Deferred income taxes are calculated under the liability method. Deferred income tax assets and liabilities are based 
on differences between the financial statement and tax basis of assets and liabilities at the current enacted tax rates. 
Changes in deferred income tax assets and liabilities that are associated with components of other comprehensive 
income are charged or credited directly to other comprehensive income. Otherwise, changes in deferred income tax 
assets and liabilities are included as a component of income tax expense. Changes in deferred income tax assets and 
liabilities attributable to changes in enacted tax rates are charged or credited to income tax expense in the period of 
enactment. Valuation allowances are established for certain deferred tax assets where realization is not likely. 


Assets and liabilities are established for uncertain tax positions taken or positions expected to be taken in income tax 
returns when such positions are judged to not meet the “more-likely-than-not” threshold based on the technical merits 
of the positions. Estimated interest and penalties related to uncertain tax positions are included as a component of 
income tax expense. 


Subsequent events 


In May 2009, the FASB amended ASC 855 Subsequent Events to set forth general accounting and disclosure 
requirements for events that occur subsequent to the balance sheet date but before the company’s financial statements 
are issued. We have evaluated events that have occurred subsequent to December 31, 2009 as prescribed by the 
FASB. 


Accounting pronouncements to be adopted in the future 


In June 2009, the FASB issued revised standards relating to securitizations and special-purpose entities. The guidance 
eliminates the concept of a qualifying special-purpose entity (“QSPE”) and the exemption for QSPE’s from previous 
consolidation guidance and also modifies the derecognition criteria for transfers of financial assets. The guidance 
includes new criteria for determining the primary beneficiary of variable interest entities and increases the frequency 
in which reassessments must be made to determine the primary beneficiary of such variable interest entities. The 
guidance also requires additional disclosures and is effective for financial statements issued for fiscal periods 
beginning after November 15, 2009. We are evaluating the impact these changes in accounting standards will have on 
our Consolidated Financial Statements. 


In January 2010, the FASB issued Accounting Standards Update 2010-06, “Improving Disclosures About Fair Value 
Measurements” (“ASU 2010-06”). ASU 2010-06 requires disclosing separately the amount of significant transfers in 
and out of the Level 1 and Level 2 categories and the reasons for the transfers and it requires that Level 3 purchases, 
sales, issuances and settlements activity be reported on a gross rather than a net basis. ASU 2010-06 also requires fair 
value measurement disclosures for each class of assets and liabilities and disclosures about valuation techniques and 
inputs used to measure fair value for both recurring and nonrecurring fair value measurements for Level 2 and Level 3 
measurements. These disclosures are effective for fiscal periods beginning after December 15, 2009, except for the 
Level 3 gross reporting which is effective for fiscal periods beginning after December 15, 2010. We do not anticipate 
that the adoption of ASU 2010-06 will have a material impact on our Consolidated Financial Statements. 
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Notes to Consolidated Financial Statements (Continued) 
(2) Significant business acquisitions 


Our long-held acquisition strategy is to purchase businesses with consistent earning power, good returns on equity and able 
and honest management at sensible prices. We had no significant business acquisitions in 2009. 


During 2008, we acquired approximately 64% of Marmon Holdings, Inc. (“Marmon’”), a private company owned by trusts 
for the benefit of members of the Pritzker Family of Chicago, for approximately $4.8 billion in the aggregate. Marmon is an 
international association of approximately 130 manufacturing and service businesses that operate independently within diverse 
business sectors. Under the terms of the purchase agreement, we will acquire the remaining equity interests in Marmon between 
2011 and 2014 for consideration to be based on the future earnings of Marmon. We also acquired several other relatively small 
businesses during 2008. Consideration paid for all businesses acquired in 2008 was approximately $6.1 billion. 


In 2007, we acquired TTI, Inc., a privately held electronic components distributor headquartered in Fort Worth, Texas. 
TTI, Inc. is a leading distributor specialist of passive, interconnect and electromechanical components. Effective April 1, 2007, 
we acquired the intimate apparel business of VF Corporation. We also acquired several other relatively smaller businesses 
during 2007. Consideration paid for all businesses acquired in 2007 was approximately $1.6 billion. 


(3) Acquisition of Burlington Northern Santa Fe Corporation 


On February 12, 2010, we acquired all of the outstanding common stock of the Burlington Northern Santa Fe Corporation 
(“BNSF”) that we did not already own (about 264.5 million shares or 77.5%) for a combination of cash and Berkshire stock 
consideration of $100 per BNSF share. On that date, BNSF became a wholly-owned subsidiary. BNSF is based in Fort Worth, 
Texas and operates one of the largest railroad systems in North America with approximately 32,000 route miles of track in 28 
states and two Canadian provinces. The aggregate consideration paid of $26.5 billion consisted of cash of approximately $15.9 
billion with the remainder in Berkshire Class A and B stock (about 95,000 shares on an equivalent Class A basis). 
Approximately 50% of the cash component was funded with existing cash balances and the remaining 50% was funded with the 
proceeds from newly issued debt. 


At December 31, 2009, we already owned 76.8 million shares of BNSF (22.5% of the outstanding shares), which were 
acquired over time beginning in 2006, and we accounted for those shares pursuant to the equity method. See Note 6. As of 
December 31, 2009, our investment in BNSF had a carrying value of $6.6 billion. Upon completion of the acquisition of the 
remaining BNSF shares, as required under ASC 805 Business Combinations, we will re-measure our previously owned 
investment in BNSF at fair value (approximately $7.7 billion based upon the market price of the BNSF stock at the acquisition 
date). In the first quarter of 2010, we will record a one-time holding gain of approximately $1.1 billion for the difference 
between the fair value and our carrying value immediately prior to the acquisition date. 


We will account for the BNSF transaction pursuant to the acquisition method. Due to the relatively short period of time 
between the BNSF acquisition date and the date our Consolidated Financial Statements were issued, and given that our 
evaluations of the fair values of certain significant assets and liabilities of BNSF as of the acquisition date are not sufficiently 
completed, it is impracticable for us to disclose the allocation of the aggregate purchase price to the assets and liabilities of 
BNSF at this time. Since the pro forma statement of earnings data is dependent on the purchase price allocation, we are also 
unable to provide pro forma information for the year ending December 31, 2009 at this time. We expect to include these 
disclosures in our interim Consolidated Financial Statements for the period ending March 31, 2010. 
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(4) Investments in fixed maturity securities 


Investments in securities with fixed maturities as of December 31, 2009 and 2008 are summarized below (in millions). 


Amortized Unrealized Unrealized Fair 

es, oe, ae 
December 31, 2009 
U.S. Treasury, U.S. government corporations and agencies .................-. $ 2,362 $ 46 $ (1) $ 2,407 
States, municipalities and political subdivisions .......... 0.0.0.0 cece eee eee 3,689 275 (1) 3,963 
Foreign governments: 334.664 54d cess ood PhO edu das doe eee ees 11,518 368 (42) 11,844 
Corporate: DOndS. .c.42. a auc ph ed map oe dw hide Sigianand, Spb baste Augie Mae ae Se ee 13,094 2,080 (502) 14,672 
Mortgage-backed securities .... 2... cece eee 3,961 310 (26) 4,245 

$34,624 $3,079 $ (572) $37,131 
Insurance and other 2.1... 0.0... eee tenn n ene e ene $30,512 $2,553 $ (542) $32,523 
Finance and financial products ...... 0.0.0... cece eee eens 4,112 526 (30) 4,608 


$34,624 $3,079 $ (572) $37,131 


December 31, 2008 


U.S. Treasury, U.S. government corporations and agencies .................-. $ 2,107 $ 123 $ (2) $ 2,228 
States, municipalities and political subdivisions ............ 0.0.0: e ee eee eee 4,504 242 (5) 4,741 
FOCI ST: POVETMMEDES eic5. sce esi d in elkoissad bara deel ae Blacks euade gad nd eed we 9,106 343 (59) 9,390 
Corporate bond wvs:2 caw edited iden deed ene ee da sedges Geek ewes 10,798 394 (1,568) 9,624 
Mortgage-backed Securities: 20:5 36 eacsig ge age alleles aie peatgue cs aca aon ane eaubiacs 5,400 338 (89) 5,649 

$31,915 $1,440 $(1,723) $31,632 
Institance and:other : j0c.eco dan d sas. Vide eed Oa ee ae ene $27,618 $1,151 $(1,654) $27,115 
Finance and financial products ...... 0.0.0... cece cette ene 4,297 289 (69) 4,517 


$31,915 $1,440 $(1,723) $31,632 


* Includes $471 million at December 31, 2009 and $176 million at December 31, 2008 related to securities that have been in 
an unrealized loss position for 12 months or more. 


The amortized cost and estimated fair value of securities with fixed maturities at December 31, 2009 are summarized 
below by contractual maturity dates. Actual maturities will differ from contractual maturities because issuers of certain of the 
securities retain early call or prepayment rights. Amounts are in millions. 


Due after one Due after five 
Dueinone yearthrough yearsthrough Dueafter Mortgage-backed 


year or less five years ten years ten years securities Total 
Amortized COSt oc. diced ses eed eee ese See weds $5,149 $15,910 $6,289 $3,315 $3,961 $34,624 
Fait Valué: :.4.0-o03 scadda oe saaemad esha 5,361 16,752 6,805 3,968 4,245 37,131 
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(5) Investments in equity securities 


Investments in equity securities as of December 31, 2009 and December 31, 2008 are summarized below (in millions). 


Unrealized Unrealized Fair 
Cost Basis Gains Losses Value 
December 31, 2009 
American Express Company ......... 00... cece ee cece cnet ence eens $ 1,287 $4856 $ — — $ 6,143 
The Coca-Cola Comipany: 2 .s).a6cd:02 4b ae eaeles bh ks Ee A ewe es ee 1,299 10,101 — 11,400 
Kratt Foods. Inc, oo csi desde bees e eng tine Gee cada AN Boe hee gd 4,330 —_— (789) 3,541 
The Procter & Gamble Company ........... 00.0... c cece eee ee eee 4,962 78 —_— 5,040 
Wells Fargo & Company ..... 0... cece etn e een e eens 7,394 2,721 (1,094) 9,021 
ORG ine Scythia © Loioaes He AE ae Ae accion ele he bale hee et 17,935 7,118 (1,164) 23,889 
$37,207 $24,874  $(3,047) $59,034 
Insurance and Othe? ... 6.200 Gacwdaiede Gee eeaeeGuaelawdaiteebarbeddweed noes $36,538 $23,070 $(3,046) $56,562 
Wttlaties and Cner ey. ns. a: oops Poets Sabin auecoug Uigutearslalcecs ad, ace. 8, ee Ste We aap aye ee aes 232 1,754 — 1,986 
Finance and financial products * 2.0... 2... eect eee eee 437 50 (1) 486 
$37,207 $24,874  $(3,047) $59,034 
December 31, 2008 
American Express: Company f.c...ys accep cache dip Ree Ap ee oaagd ce aes $ 1,287 $1,525 $ — — $ 2,812 
The Coca-Cola Company ..05 4 2s..cgc0ce bad sebt yee herd bie eed eee 1,299 7,755 — 9,054 
Kraft POOdS IMG). 3.is1s 3 6 S.h)a¥ sab ceed Pe scteecaca seaceceder Saba caractudehands gcd lacte sald seeelatana dessa @ 4,330 — (832) 3,498 
The Procter & Gamble Company ........... 0.0.0. c cece eee 5,484 200 _— 5,684 
Wells. Fareo:& Company °s.. so.s0i tip cke sh tecins dae 8 ERE ae Se aye de ws 6,703 2,850 (580) 8,973 
OUIREE 3 haptee Sie stk oP hee hia a MO CBee LE damien wet eee a 21,037 2,452 (4,437) 19,052 
$40,140 $14,782  $(5,849) $49,073 


* Included in Other assets. 


Unrealized losses at December 31, 2009 included $1,864 million related to securities that have been in an unrealized loss 
position for 12 months or more. Approximately 90% of the gross unrealized losses at December 31, 2009 were concentrated in 
four issuers. We use no bright-line test in determining whether impairments are temporary or other than temporary. We consider 
several factors in determining other-than-temporary impairment losses including the current and expected long-term business 
prospects of the issuer, the length of time and relative magnitude of the price decline and our ability and intent to hold the 
investment until the price recovers. In our judgment, the future earnings potential and underlying business economics of these 
companies are favorable and we possess the ability and intent to hold these securities until their prices recover. Changing market 
conditions and other facts and circumstances may change the business prospects of these issuers as well as our ability and intent 
to hold these securities until the prices recover. Accordingly, other-than-temporary impairment charges may be recorded in 


future periods with respect to one or more of these securities. 
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(6) Other Investments 


A summary of other investments follows (in millions). 


Unrealized Fair Carrying 
Cost Gains/Losses Value Value 
December 31, 2009 
Fixed maturity anid Sq itty ig, esesco.ecacberashard scale alauaia ahabaca deeiienet h ghgraeeaugi dhace sang dienes $21,089 $5,879 $26,968 $26,014 
Equity method: 2..s3602028 esa wishes bode hae eee bodega dee 5,851 1,721 7,572 6,586 


$26,940 $7,600 $34,540 $32,600 


TASUPATICE ANG OUST ioe vo acc ease sects eee eee gl aca eee haan, ba ahemtbar eg Stn mecca slays ate $23,738 $7,094 $30,832 $28,980 
Finance and financial products ....... 2.0.00... cece cece tenes 3,202 506 3,708 3,620 


$26,940 $7,600 $34,540 $32,600 


December 31, 2008 
Fixed maturity and equity .. 0... 0.0... etn tte eeeens $14,452 $ 36 $14,488 $14,675 
Equity method 25 os 23 224 eek weiss deh eORew EN GEREN Ae ae ob Mele ee eS 5,919 352 6,271 6,860 


$20,371 $ 388 $20,759 $21,535 


Insurance and Others. 3.56665. ¢653.52.66.36 645 bok jet bs bode elie eeneaindeed os $17,269 $ 391 $17,660 $18,419 
Finance and financial products ............ 00. cece eee eens 3,102 (3) 3,099 3,116 


$20,371 $ 388 $20,759 $21,535 


Fixed maturity and equity investments in the preceding table include our investments in The Goldman Sachs Group, Inc. 
(“GS”) and The General Electric Company (“GE”), which were acquired in 2008 and investments in Swiss Reinsurance 
Company Ltd. (“Swiss Re”) and The Dow Chemical Company (“Dow’’) that were made in 2009. In addition, fixed maturity and 
equity investments include investments in Wm. Wrigley Jr. Company (“Wrigley”) that we acquired in both 2008 and 2009. 
Additional information regarding these investments follows. 


We own 50,000 shares of 10% Cumulative Perpetual Preferred Stock of GS (“GS Preferred”) and Warrants to purchase 
43,478,260 shares of common stock of GS (“GS Warrants”) which were acquired for a combined cost of $5 billion. The GS 
Preferred may be redeemed at any time by GS at a price of $110,000 per share ($5.5 billion in aggregate). The GS Warrants 
expire in 2013 and can be exercised for an additional aggregate cost of $5 billion ($115/share). We also own 30,000 shares of 
10% Cumulative Perpetual Preferred Stock of GE (“GE Preferred”) and Warrants to purchase 134,831,460 shares of common 
stock of GE (“GE Warrants”) which were acquired for a combined cost of $3 billion. The GE Preferred may be redeemed by GE 
beginning in October 2011 at a price of $110,000 per share ($3.3 billion in aggregate). The GE Warrants expire in 2013 and can 
be exercised for an additional aggregate cost of $3 billion ($22.25/share). 


We own $4.4 billion par amount of 11.45% subordinated notes due 2018 of Wrigley (“Wrigley Notes”) and $2.1 billion of 
5% preferred stock of Wrigley (“Wrigley Preferred”). The Wrigley Notes and Wrigley Preferred were acquired in 2008 in 
connection with Mars, Incorporated’s acquisition of Wrigley. During 2009, we also acquired $1.0 billion par amount of Wrigley 
senior notes due in 2013 and 2014. The Wrigley subordinated and senior notes are classified as held-to-maturity and 
accordingly we are carrying such investments at cost. 


On March 23, 2009, we acquired a 12% convertible perpetual capital instrument issued by Swiss Re at a cost of 
$2.7 billion. The instrument has a face amount of 3 billion Swiss Francs (“CHF”) and has no maturity or mandatory redemption 
date but can be redeemed under certain conditions at the option of Swiss Re at 140% of the face amount until March 23, 2011 
and thereafter at 120% of the face amount. The instrument possesses no voting rights and is subordinated to senior securities of 
Swiss Re as defined in the agreement. Beginning on March 23, 2012, the instrument can be converted at our option into 
120,000,000 common shares of Swiss Re (a rate of 25 CHF per share of Swiss Re common stock). 


On April 1, 2009, we acquired 3,000,000 shares of Series A Cumulative Convertible Perpetual Preferred Stock of Dow 
(“Dow Preferred’’) for a cost of $3 billion. The Dow Preferred was issued in connection with Dow’s acquisition of the Rohm 
and Haas Company. Under certain conditions, each share of the Dow Preferred is convertible into 24.201 shares of Dow 
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common stock. Beginning in April 2014, if Dow’s common stock price exceeds $53.72 per share for any 20 trading days in a 
consecutive 30-day window, Dow, at its option, at any time, in whole or in part, may convert the Dow Preferred into Dow 
common stock at the then applicable conversion rate. The Dow Preferred is entitled to dividends at a rate of 8.5% per annum. 


As of December 31, 2008, equity method investments included Burlington Northern Santa Fe Corporation (“BNSF”) and 
Moody’s Corporation (“Moody’s”’). During the fourth quarter of 2008, our investment in common stock and our related voting 
interest in each of these companies exceeded 20%. Accordingly, we adopted the equity method of accounting with respect to 
these investments as of December 31, 2008. Prior to December 31, 2008, these investments were accounted for as 
available-for-sale equity securities and recorded in our financial statements at fair value. The cumulative effect of adopting the 
equity method with respect to the investments in BNSF and Moody’s was recorded in our financial statements as of 


December 31, 2008. Prior years’ financial statements were not restated due to immateriality. 


As of December 31, 2009, we owned 22.5% of BNSF’s outstanding common stock. See Note 3 for additional information 
regarding our acquisition of BNSF on February 12, 2010. As of December 31, 2009, our equity in net assets of BNSF was 
$2,884 million and the excess of our carrying value over our equity in net assets of BNSF was $3,702 million. 


During the third quarter of 2009, we sold shares of Moody’s common stock, which reduced our ownership and voting 
interest to less than 20%. As a result, we discontinued the use of the equity method with respect to our investment in Moody’s 
as of the beginning of the third quarter. As of December 31, 2009, our remaining investment in Moody’s common stock is 
carried at fair value and included as a component of equity securities in the Consolidated Balance Sheet. This change did not 
have a material impact on our Consolidated Financial Statements. 


(7) Investment gains/losses 


Investment gains/losses are summarized below (in millions). 


2009 2008 2007 


Fixed maturity securities — 


Gross gains from sales and other disposals ......... 0.0.0... $357 $ 212 $ 657 

Gross losses from sales and other disposals ...........0 00 ccc cence eee nee eee (54) (20) (35) 
Equity securities — 

Gross gains from sales and other disposals ........ 0.0.0.0. eee eee 701 1,256 4,880 

GrOss:1OSSeS TOM :SAlES. 5 gece s<cceceie Masecseea leew aceedne: Songs 4 a Ricdag be Rysveae we: oom eS Rae Shee deere (617) (530) (7) 
OME 3 cis ohio bi daleueytn noah euecte at nk Sto enS bacon e ait ee eeonne meee aa eae cen ae (69) 255 103 


$ 318 $1,173 $5,598 


TTASUPATICS AMGUOTNCR” i teak ects ene ede ack eee, eet aa ate eters Dee eran Gee $251 $1,166 $5,405 
Finance:arid financial products: o-5.s:6s.4n 54 pad ce eee nore eee dene eed ead PEERS EG Bde hee ee 67 e 193 


$318 $1,173 $5,598 
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Receivables of insurance and other businesses are comprised of the following (in millions). 


2009 2008 
Insurance premiums receivable ....... 2.0.0... ccc tence ene n teen teen eens $ 5,295 $ 4,961 
IRGiNnSUFANCE TECOVEFADIES «&, «...icten.estid se, genes God Badger a weerese aca aneedneceesiiand homies Gee eod sob Bible dh bupreue GAieae sane 2,922 3,235 
Tradé: and other recétvables:< 2.6. db ad ees we eGo Hho OM Abe we he Sik Se Rea eee 6,977 7,141 
Allowances for uncollectible accounts 2.0.0.0... 0c ce teen e nent nee ene e teens (402) (412) 


$14,792 $14,925 


Loans and finance receivables of finance and financial products businesses are comprised of the following (in millions). 


2009 2008 
Consumer installment loans and finance receivables ........ 0.0.0.0. ccc ete cece eee $12,779 $13,190 
Commercial loans and finance receivables ........ 0... ccc eee eee cece eee enna 1,558 1,050 
Allowances for uncollectible loans .... 0.0... 0 ee eee eee nee n ees (348) (298) 


$13,989 $13,942 


Allowances for uncollectible loans primarily relate to consumer installment loans. Provisions for consumer loan losses 
were $380 million in 2009 and $305 million in 2008. Loan charge-offs were $335 million in 2009 and $215 million in 2008. 
Consumer loan amounts are net of acquisition discounts of $594 million at December 31, 2009 and $684 million at 
December 31, 2008. 


(9) Inventories 


Inventories are comprised of the following (in millions). 


2009 2008 
Raw tmaterial s sije4 is. d-c.e-c inxtdcdeis- aie 2 deacpow args a aiieaearduwy eae besaeea-e ar Ss awe bai aileoueaebn: woe Snbeb ranean ane Gon een ose $ 924 $1,161 
Work in process and other. 2005. sncrs 4 eh nos 2g Nits nae pe Gbs aie Wedd eee Ede Oa Ne oda Rae os PR 438 607 
Finished manufactured goods .. 1.2.0.0... ccc tenet eben teen n teenies 1,959 =2,580 
Purchased @00dS: 2 is hacen. ee scie cienetek aces Ane de ale nee edn wae ae ME eds Bie ete dee aa hed, kes 2,826 3,152 


$6,147 $7,500 


(10) Goodwill 


A reconciliation of the change in the carrying value of goodwill is as follows (in millions). 


2009 2008 
Balance: at beginnings of Year sc. 636026000 du detbaeaa de ndedes Ghepaed bees dae ebbsbbade tee $33,781 $32,862 
Acquisitions of businesses and other ........ 0... cece eect teen ene t been tenet eens 191 919 
Balance:atend of year «6... es oe eska ieee eee tae eae eee eae Hote dud heed eared eee a $33,972 $33,781 
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Property, plant and equipment of our insurance and other businesses is comprised of the following (in millions). 


Ranges of 
estimated useful life 2009 2008 

Wamp sce. steer ardce orate iene weds. Gale ea Gene heat whee tiated aude eee eee eae — $ 740 $ 751 
Buildings and improvements ........... 0.0... cece neces 3 — 40 years 4,606 4,351 
Machinery and equipment. ....0..c.0.0:e2asbevetedest nice tne Ge eee soe eh eget es 3 — 25 years 10,845 = 11,009 
Furnitimre; ‘fixtures:and ‘Other sos.4.6-0hsns0s-cicaze 4. Sasa e ddeaty gtd oslo ees, Sack eeear BG ow RE 3 — 20 years 1,595 1,856 
ANSSetS Meld Or TEASE oe: 205 748d 2% geese, bth pisied tor a odiate mehr herelean end, ices ades trees Mums reso den- are dhe Sos 12 — 30 years 5,706 5,311 

23,492 23,278 
Accumulated depreciation: 3.1 os 44-20604 anced Katies EER Cah SS eae RRA wea (7,772) (6,575) 


$15,720 $16,703 


Assets held for lease consist primarily of railroad tank cars, intermodal tank containers and other equipment in the 
transportation and equipment services businesses of Marmon. As of December 31, 2009, the minimum future lease rentals to be 
received on the equipment lease fleet (including rail cars leased from others) were as follows (in millions): 2010 — $597; 2011 — 
$458; 2012 — $329; 2013 — $216; 2014 — $133; and thereafter — $291. 


Property, plant and equipment of utilities and energy businesses is comprised of the following (in millions). 


Ranges of 
estimated useful life 2009 2008 

Utility generation, distribution and transmission system ...................0000. 5 — 85 years $ 35,616 $ 32,795 
Interstate: pipeline: assets. sf. s.ccecilacele.d eae a daa ecn al ode eed Minas eR dae dees 3 — 67 years 5,809 5,649 
Independent power plants and other assets ....... 0.0.0.0 eee ccc 3 — 30 years 1,157 1,228 
CONStFUCHON. IN: PLOSTESS. 316044 ceca Oh adage Nata Mabe be Le eee Sala kee ee — 2,152 1,668 

44,734 41,340 
Accumulated depreciation’ s... 300.4) saw keene nea wae se ee ke Re etoile eh kuetheg bed (13,798) (12,886) 


$ 30,936 $ 28,454 


The utility generation, distribution and transmission system and interstate pipeline assets are the regulated assets of public 
utility and natural gas pipeline subsidiaries. At December 31, 2009 and 2008, accumulated depreciation and amortization related 
to regulated assets was $13.3 billion and $12.5 billion, respectively. Substantially all of the construction in progress at 
December 31, 2009 and 2008 related to the construction of regulated assets. 
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We enter into derivative contracts primarily through our finance and financial products businesses and our energy and 
utilities businesses. The derivative contracts of our finance and financial products businesses, with limited exceptions, are not 
designated as hedges for financial reporting purposes. These contracts were initially entered into with the expectation that the 
premiums received would exceed the amounts ultimately paid to counterparties. Changes in the fair values of such contracts are 
reported in earnings as derivative gains/losses. A summary of derivative contracts of our finance and financial products 
businesses follows (in millions). 


December 31, 2009 December 31, 2008 
Assets 3) Liabilities Value Assets) Liabilities Value 

Equity index put options 0 .ci5 16% aon ose ota eRe h ee aes $ — $7,309 $37,990 $— $10,022 $37,134 
Credit default obligations: 

High yield indexes: 29.4 ws.oses, Ohba onead ie eees sees — 781 5,5332) — 3,031 7,8922) 

States/municipalities ... 00... 0.0... c cece eee — 853 16,0422 — 958 18,3642 

Individual Corporate: soic4 eo suaec Gee cae Sad heen gee 81 — 3,5652 — 105 3,900 
Others, 6 6 sdie od edhe odes Spe et eet Oe Sede ee Pe 378 360 503 528 
Counterparty netting and funds held as collateral ............. (193) (34) (295) (32) 

$266 $9,269 $208 $14,612 


“) Represents the aggregate undiscounted amount payable at the contract expiration dates assuming that the value of each 
index is zero at the contract expiration date. 


(2) Represents the maximum undiscounted future value of losses payable under the contracts, assuming a sufficient number of 
credit defaults occur. The number of losses required to exhaust contract limits under substantially all of the contracts is 
dependent on the loss recovery rate related to the specific obligor at the time of the default. 


(3) Included in Other assets of finance and financial products businesses. 


A summary of derivative gains/losses included in the Consolidated Statements of Earnings are as follows (in millions). 


2009 2008 
Equity index put options: cz. acuxcs ee Oise eke ONE ee eee ee das tee eee AEM ERS eyes eas $2,713 $(5,028) 
Credit:default obligations cnc s.ac0ce sities eee Wie FA eee Seed Su Ge ee Eee BN ae ee 789 (1,774) 
OIG. 2st eedaehjehs oti eee hee aes Set aehee ped Os edie RES E be pee eee eee es 122 (19) 


$3,624 $(6,821) 


From 2004 until the first quarter of 2008, we wrote equity index put option contracts on four major equity indexes 
including three indexes outside of the United States. These contracts are European style options and will be settled on the 
contract expiration dates, which occur between June 2018 and January 2028. Future payments, if any, under these contracts will 
be required if the underlying index value is below the strike price at the contract expiration dates. We received the premiums on 
these contracts in full at the contract inception dates and therefore we have no counterparty credit risk. 


At December 31, 2009, the aggregate intrinsic value (the undiscounted liability assuming the contracts are settled on their 
future expiration dates based on the December 31, 2009 index values) was approximately $4.6 billion. However, these contracts 
may not be terminated or fully settled before the expiration dates and therefore the ultimate amount of cash basis gains or losses 
on these contracts will not be known for many years. The remaining weighted average life of all contracts was approximately 
11.5 years at December 31, 2009. 


In 2009, we agreed with certain counterparties to amend six of the equity index put option contracts. The amendments 
reduced the related contract expiration dates between 3.5 and 9.5 years and reduced the strike prices of those contracts between 
29% and 39%. In addition, the aggregate notional value related to three of the amended contracts increased by approximately 
$161 million. No consideration was paid by either party with respect to these amendments. Other changes in notional amounts 
also occur from period to period because of foreign currency exchange rate fluctuations. 
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Our credit default contracts pertain to various indexes of high yield corporate issuers, state/municipal debt issuers and 
individual corporate issuers. These contracts cover the loss in value of specified debt obligations of the issuers arising from 
default events, which are usually for non-payment or bankruptcy. Loss amounts are subject to contract limits. 


The high yield indexes are comprised of specified North American corporate issuers (usually 100 in number) whose 
obligations are rated below investment grade. The weighted average contract life of contracts in-force at December 31, 2009 
was approximately 2 years. State and municipality contracts are comprised of over 500 state and municipality issuers and had a 
weighted average contract life at December 31, 2009 of approximately 11 years. Potential obligations related to approximately 
50% of the notional amount of the state and municipality contracts cannot be settled before the maturity dates of the underlying 
obligations, which range from 2019 to 2054. 


Premiums on the high yield index and state/municipality contracts are received in full at the inception dates of the contracts 
and, as a result, we have no counterparty credit risk. Our payment obligations under certain of these contracts are on a first loss 
basis. Several other contracts are subject to aggregate loss deductibles that must be satisfied before we have any payment 
obligations. 


We also wrote credit default contracts on individual corporate issuers primarily related to investment grade obligations. 
Installment premiums are due from counterparties over the terms of the contracts. In most instances, premiums are due from 
counterparties on a quarterly basis. As of December 31, 2009, all of the in-force individual corporate issuer contracts expire in 
2013. 


With limited exceptions, our equity index put option and credit default contracts contain no collateral posting requirements 
with respect to changes in either the fair value or intrinsic value of the contracts and/or a downgrade of Berkshire’s credit 
ratings. Under certain conditions, a few contracts require that we post collateral. As of December 31, 2009, our collateral 
posting requirement under such contracts was $35 million compared to about $550 million at December 31, 2008. As of 
December 31, 2009, had Berkshire’s credit ratings (currently AA+ from Standard & Poor’s and Aa2 from Moody’s) been 
downgraded below either A- by Standard & Poor’s or A3 by Moody’s an additional $1.1 billion would have been required to be 
posted as collateral. 


We are also exposed to variations in the market prices in the purchases and sales of natural gas and electricity and in 
commodity fuel costs through our regulated utility operations. Derivative instruments, including forward purchases and sales, 
futures, swaps and options are used to manage these commodity price risks. Unrealized gains and losses under these contracts 
are either probable of recovery through rates and therefore are recorded as a regulatory net asset or liability or are accounted for 
as cash flow hedges and therefore are recorded as accumulated other comprehensive income or loss. Derivative contract assets 
included in other assets of utilities and energy businesses were $188 million and $324 million as of December 31, 2009 and 
2008, respectively. Derivative contract liabilities included in accounts payable, accruals and other liabilities of utilities and 
energy businesses were $581 million and $729 million as of December 31, 2009 and 2008, respectively. 
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A summary of supplemental cash flow information for each of the three years ending December 31, 2009 is presented in 
the following table (in millions). 


2009 2008 2007 


Cash paid during the year for: 


TMG OTE CAR OS alice bors: ce lat deded ape ate dhs 2a, dllace dca cane Ade atiawé deo) aeavacdcavaudcemandrdseseteldndadtsnatachoruarlajane $2,032 $3,530 $5,895 
Interest of finance and financial products businesses .......... 0.0.0 eee eee eee eee eee 622 537 569 
Interest of utilities and energy businesses ........... 00000 c eee e eee cee eeeee nets 1,142 1,172 1,118 
Interest of insurance and other businesses ........... 0.00. eee 138 182 182 


Non-cash investing and financing activities: 


Investments received in connection with the Equitas reinsurance transaction ............... — — 6,529 
Liabilities assumed in connection with acquisitions of businesses ..................-0000-5 278 4,763 612 
Fixed maturity securities sold or redeemed offset by decrease in directly related repurchase 

ASTECCIMOMUS: 5 celeste dd sida o Seielierave-wustlene dicbaheue: ob Sue @ hugpalatencenciisl G.aaucel  epguaced wieliuleetatehaud & prletere —_— — 599 
Equity/fixed maturity securities exchanged for other securities/investments ................ — 2,329 258 


(14) Unpaid losses and loss adjustment expenses 


The liabilities for unpaid losses and loss adjustment expenses are based upon estimates of the ultimate claim costs 
associated with property and casualty claim occurrences as of the balance sheet dates including estimates for incurred but not 
reported (“IBNR”) claims. Considerable judgment is required to evaluate claims and establish estimated claim liabilities. 


A reconciliation of the changes in liabilities for unpaid losses and loss adjustment expenses of our property/casualty 
insurance subsidiaries is as follows (in millions). 


ae, ee 

Unpaid losses and loss adjustment expenses: 

Gross liabilities at beginning of year... 1... kc etteteeee ene $ 56,620 $56,002 $ 47,612 

Ceded losses and deferred charges at beginning of year ........... 0.0.0 cece eee eee (7,133) (7,126) (4,833) 

Net balance:at besinning Of Year ..s.icscc say alesse a og eeedp Qala s AEE donde god a Baa 49,487 48,876 42,779 
Incurred losses recorded during the year: 

Currentaccigent year ..¢s.65 ok aac Sakitie Oe ne eae SENG eee beled Pee Ree 19,156 17,399 22,488 

PHOF accident: Years. 6.45.4 6a .cadw ceded Vaated eed betes bub Shad Weeen Peed Meera 4 (905) (1,140) (1,478) 

Total mMeurred JOSSES. 4.5 is. ced-e Goss dea bee Sind ded) Lao dee eh ed doe be Pelee 18,251 16,259 21,010 
Payments during the year with respect to: 

Current accident Yea on s.ccgi ee chewed each es dows cde ad eee Ee ee a Gane SOR (7,207) (6,905) (6,594) 

PHOF ACCIdEME VEATS: 5.5 sacs ei cae ee aeacace shale caw adarete Geka ge Suey Bacay aeacn gee eelag a caceag ds a aoa hoe (8,315) (8,486) (8,865) 

Total payments i... esse doe ksh Sk eae ee pees pee cdi (15,522) (15,391) (15,459) 
Unpaid losses and loss adjustment expenses: 

Net balance at end of year ..... 0.0... cect tenet een eeees 52,216 49,744 48,330 

Ceded losses and deferred charges at end of year .... 0.0.0... eee eee eee 6,879 7,133 7,126 

Foreign currency translation adjustment ........ 0.0.0... cee eee eee eee 232 (616) 534 

ACQUISIUIONS: 6200 cea doceee idee de eh oedede ee mdse ye Saieueba eee gaeedt on 89 359 12 
Gross liabilities at end of year... 0... 0... ete e ete eens $ 59,416 $56,620 $ 56,002 


Incurred losses “prior accident years” reflects the amount of estimation error charged or credited to earnings in each 
calendar year with respect to the liabilities established as of the beginning of that year. We reduced the beginning of the year net 
losses and loss adjustment expenses liability by $1,507 million in 2009, $1,690 million in 2008 and $1,793 million in 2007, 
which excludes the effects of prior years’ discount accretion and deferred charge amortization referred to below. In each year, 
the reductions in loss estimates for occurrences in prior years were primarily due to lower than expected severities and 
frequencies on reported and settled claims in primary private passenger and commercial auto lines and lower than expected 
reported reinsurance losses in both property and casualty lines. Accident year loss estimates are regularly adjusted to consider 
emerging loss development patterns of prior years’ losses, whether favorable or unfavorable. 
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Incurred losses for prior accident years also include amortization of deferred charges related to retroactive reinsurance 
contracts incepting prior to the beginning of the year and the accretion of the net discounts recorded on certain workers’ 
compensation loss reserves. Amortization charges included in prior accident years’ losses were $504 million in 2009, $451 
million in 2008 and $213 million in 2007. Net discounted workers’ compensation liabilities at December 31, 2009 and 2008 
were $2,356 million and $2,403 million, respectively, reflecting net discounts of $2,473 million and $2,616 million, 
respectively. The accretion of discounted liabilities related to prior years’ incurred losses was approximately $98 million in 
2009, $99 million in 2008 and $102 million in 2007. 


We are exposed to environmental, asbestos and other latent injury claims arising from insurance and reinsurance contracts. 
Loss reserve estimates for environmental and asbestos exposures include case basis reserves and also reflect reserves for legal 
and other loss adjustment expenses and IBNR reserves. IBNR reserves are determined based upon our historic general liability 
exposure base and policy language, previous environmental loss experience and the assessment of current trends of 
environmental law, environmental cleanup costs, asbestos liability law and judgmental settlements of asbestos liabilities. 


The liabilities for environmental, asbestos and latent injury claims and claims expenses net of reinsurance recoverables 
were approximately $10.6 billion at December 31, 2009 and $10.7 billion at December 31, 2008. These liabilities included 
approximately $9.1 billion at December 31, 2009 and $9.2 billion at December 31, 2008 of liabilities assumed under retroactive 
reinsurance contracts. Liabilities arising from retroactive contracts with exposure to claims of this nature are generally subject to 
aggregate policy limits. Thus, our exposure to environmental and latent injury claims under these contracts is, likewise, limited. 
We monitor evolving case law and its effect on environmental and latent injury claims. Changing government regulations, 
newly identified toxins, newly reported claims, new theories of liability, new contract interpretations and other factors could 
result in significant increases in these liabilities. Such development could be material to our results of operations. It is not 
possible to reliably estimate the amount of additional net loss or the range of net loss that is reasonably possible. 


In 2007, we entered into a reinsurance agreement with Equitas, a London based entity established to reinsure and manage 
the 1992 and prior years’ non-life insurance and reinsurance liabilities of the Names or Underwriters at Lloyd’s of London. 
Under the agreement as amended, we have agreed to provide up to $7 billion of reinsurance to Equitas in excess of its 
undiscounted loss and allocated loss adjustment expense reserves as of March 31, 2006. The agreement requires that we pay all 
claims and related costs that arise from the underlying insurance and reinsurance contracts of Equitas, subject to the 
aforementioned excess limit of indemnification. A significant amount of loss exposure associated with Equitas is related to 
asbestos, environmental and latent injury claims. 


(15) Notes payable and other borrowings 


Notes payable and other borrowings are summarized below (in millions). 


2009 2008 
Insurance and other: 
Issued or guaranteed by Berkshire due 2010-2035 1.0.0... 2. ee ccc cee $2,021 $2,275 
Issued by subsidiaries and not guaranteed by Berkshire due 2010-2038 ................ 00.00.0005. 1,698 2,074 


$3,719 $4,349 


Debt issued or guaranteed by Berkshire includes short-term borrowings of $1.6 billion as of December 31, 2009 and $1.8 
billion as of December 31, 2008. In February 2010, Berkshire issued $8.0 billion aggregate par amount of senior notes 
consisting of $2.0 billion par amount of floating rate notes due in 2011; $1.1 billion par amount of floating rate notes due in 
2012; $1.2 billion par amount of floating rate notes due in 2013; $600 million par amount of 1.4% notes due in 2012; $1.4 
billion par amount of 2.125% notes due in 2013; and $1.7 billion par amount of 3.2% notes due in 2015. These notes were 
issued in connection with the BNSF acquisition. 
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(15) Notes payable and other borrowings (Continued) 


2009 2008 
Utilities and energy: 
Issued by MidAmerican Energy Holdings Company (“MidAmerican’’) and its subsidiaries and not 
guaranteed by Berkshire: 
MidAmerican senior unsecured debt due 2012-2037 2.0... 0... cee ees $ 5,371 $ 5,121 
Subsidiary and other debt due 2010-2039 .. 0... Leet eee n eee 14,208 14,024 


$19,579 $19,145 


MidAmerican senior debt is unsecured and has a weighted average interest rate of about 6.2% as of December 31, 2009. 
Subsidiary debt of utilities and energy businesses represents amounts issued by subsidiaries of MidAmerican pursuant to 
separate financing agreements and has a weighted average interest rate of about 6% as of December 31, 2009. All or 
substantially all of the assets of certain MidAmerican subsidiaries are or may be pledged or encumbered to support or otherwise 
secure the debt. These borrowing arrangements generally contain various covenants including, but not limited to, leverage 
ratios, interest coverage ratios and debt service coverage ratios. As of December 31, 2009, MidAmerican and its subsidiaries 
were in compliance with all applicable covenants. 


2009 2008 
Finance and financial products: 
Issued by Berkshire Hathaway Finance Corporation (“BHFC”’) and guaranteed by Berkshire ........ $12,051 $10,778 
Issued by other subsidiaries and guaranteed by Berkshire due 2010-2027 ...................04-. 7716 706 
Issued by other subsidiaries and not guaranteed by Berkshire 2010-2036 .................0.0000. 1,784 1,904 


$14,611 $13,388 


BHFC is a 100% owned finance subsidiary of Berkshire, which has fully and unconditionally guaranteed its securities. 
Debt issued by BHFC matures between 2010 and 2018 and has a weighted average interest rate of approximately 4.2% as of 
December 31, 2009. In January 2010, BHFC issued $1 billion par amount of senior notes consisting of $750 million par of 
5.75% notes due in 2040 and $250 million par of floating rate notes due in 2012. In January 2010, BHFC repaid $1.5 billion par 
amount of senior notes that matured. 


Our subsidiaries have approximately $4.7 billion of available unused lines of credit and commercial paper capacity in the 
aggregate to support our short-term borrowing programs and provide additional liquidity. Generally, Berkshire’s guarantee of a 
subsidiary’s debt obligation is an absolute, unconditional and irrevocable guarantee for the full and prompt payment when due 
of all present and future payment obligations of the issuer. 


Principal payments expected during the next five years are as follows (in millions). 


2010 2011 2012 2013 2014 


Insurance:and other © oy c.g. etos ea gba ee aided He wh ea Lee ele GN $2,015 $ 120 $ 107 $ 99 §$ 118 
Wtthities and-enersy. gauche said’ s de ee idea e pecd ea Aisne ered ou, seated 371 1,141 = 1,666 650 970 
Finance and financial products ..... 20... 0... 2,251 1,638 2,649 3,556 489 


$4,637 $2,899 $4,422 $4,305 $1,577 


* The amounts in the table above exclude amounts that will be repaid with respect to the $8 billion aggregate par amount of 
senior notes due between 2011 and 2015 that we issued subsequent to December 31, 2009 in connection with the BNSF 
acquisition. 
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Notes to Consolidated Financial Statements (Continued) 


(16) Income taxes 


The liability for income taxes as of December 31, 2009 and 2008 as reflected in our Consolidated Balance Sheets is as 
follows (in millions). 


2009 2008 
Payable: currently 6 ia diced acnek dane eth wae ee eae eb gh awe ea dane e aie hark, ea Sewer eeanelee $ (396) $ 161 
WCE SITE Re gs 5h 60h a Bc dence ease 4 aga ee A Re at aoe eek mee Baek oe ange nee eee ee 18,695 9,316 
Other inc c¢ ed scavagsaduene obew eee da es daira ea vee oF ties wea SOR Seine. Secs eases 926 803 


$19,225 $10,280 


The tax effects of temporary differences that give rise to significant portions of deferred tax assets and deferred tax 
liabilities at December 31, 2009 and 2008 are shown below (in millions). 


2009 2008 


Deferred tax liabilities: 


Investments — unrealized appreciation and cost basis differences ...................00. $11,880 $ 4,805 


Deferred charges reinsurance assumed .......... 0.0 cece eee teen enn 1,385 1,373 
Property, plant and equipment ......... 0... cece eens 8,135 7,004 
OUNG Rc 5 sce. gre enero ta eens tees Gece dese he at Arye epee ene att ay ok Bee eek Mee dec Beeerdaae mielatee 4,236 4,024 


25,636 17,206 


Deferred tax assets: 
Unpaid losses and loss adjustment expenses 
Unearned premiums 


grauicecblatquaijgelssat Qosubvanahb.Guboeplgdanpeacksauannd gp aheneg (1,010) (896) 
Wide btdated nab bask toed yeaa ate tha gwhd 1d tags hte (500) (495) 


Accruted abilities: i... cso jae iacpdce don a8dcb 4b: hee ecancds tebe RN al Sk dod ad boda bm ua Raa (1,643) (1,698) 
Derivative: contract labilties® 2:5. 0s sete dees Mote Ow a Pe Nd AO See Os ease (875) (2,144) 
GIRS Ts sess ha bs eds aeescee nebpy edad gee] ete ssgrctree ach cant see tues See a fante teria eee <a Geatace.ceeGe ee eck ode Seehanaeadsy etana (2,913) (2,657) 
(6,941) (7,890) 

Net:ideferted tax liability” <cctecns + cai Viee gttoe otelee a8 wee oo) ead oe Bae as dae ee ee $18,695 $ 9,316 


We have not established deferred income taxes with respect to undistributed earnings of certain foreign subsidiaries. 
Earnings expected to remain reinvested indefinitely were approximately $3.8 billion as of December 31, 2009. Upon 
distribution as dividends or otherwise, such amounts would be subject to taxation in the United States as well as foreign 
countries. However, U.S. income tax liabilities could be offset, in whole or in part, by tax credits allowable from taxes paid to 
foreign jurisdictions. Determination of the potential net tax due is impracticable due to the complexities of hypothetical 
calculations involving uncertain timing and amounts of taxable income and the effects of multiple taxing jurisdictions. 


The Consolidated Statements of Earnings reflect charges for income taxes as shown below (in millions). 


2009 2008 2007 
Rederal: 3ci60tt eet seit ade bde ates btarededabinan ean besa darts $2,833 $ 915 $5,740 
Slate aie ican oat eaattpdtheans ane esant Ai deghahas eeates, ala veudpacalacataleawecydeasl Gus Gy daiecdaed Sei geese 124 249 234 
POLCION: 2 acSetet edt sae ek ee inne ot be dee ed Mend dale db oeetie ees 581 814 620 
$3,538 $1,978 $6,594 
CUTS DEY 4 eons asin tos 2g He 2 ae ee ed a Ok Ade ade me Rois ee eet anaes $1,619 $3,811 $5,708 
Deferred «4:2. ese spot a eee dene $ Seg ied Woe BLE VOR Lbs Ya Ee eee Pee ees 1,919 (1,833) 886 


$3,538 $1,978 $6,594 
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Notes to Consolidated Financial Statements (Continued) 
(16) Income taxes (Continued) 


Charges for income taxes are reconciled to hypothetical amounts computed at the U.S. federal statutory rate in the table 
shown below (in millions). 


2009 2008 2007 

Earnings before inCOMEtaXeS. .c-4 6 poe ee ee edad Cee A Ree eae dake e $11,552 $7,574 $20,161 
Hypothetical amounts applicable to above computed at the federal statutory rate .............. $ 4,043 $2,651 $ 7,056 
‘Tax-exempt interest aNCOME 5. 4)s:deics sig eee eee sw hes Ww $id hase, dcr aa acd Sear gee SNC aiaee ed (33) (88) (33) 
Dividends received GEdUCHON: 9.354 cn 348g ead bid cae weds h bes Gets dten Gea ebGs es (479) (415) (306) 
State income taxes, less federal income tax benefit... 2.0... 0.0.0... eens 81 162 152 
Foreign tax rate: differences: «0.06. b4e00. ee eadw dd tedden ehden ones news eee Oeee ee Laws (92) (59) (36) 
Effect of income tax rate changes on deferred income taxes * 1.1.0.0... 0... c eee eee eee — — (90) 
Non-taxable exchange of investment ......... 0... cece eect eee ene e eee ne — (154) — 
Other differences, net 2... 6... ee eee eee eee ene e en nee eens 18 (119) (149) 
Total income taxes § isi. bad Pea eee ea eae bates sab ae wee eee eer eads $ 3,538 $1,978 $ 6,594 


* Relates to adjustments made to deferred income tax assets and liabilities in 2007 upon the enactment of reductions to 
corporate income tax rates in the United Kingdom and Germany. 


We file income tax returns in the U.S. federal jurisdiction and in many state, local and foreign jurisdictions. We are under 
examination by the taxing authorities in many of these jurisdictions. With few exceptions, we have settled tax return liabilities 
with U.S. federal, state, local, and foreign tax authorities for years before 1999. Berkshire and the U.S. Internal Revenue Service 
(“IRS”) resolved all proposed adjustments for the 1999 through 2001 tax years at the IRS Appeals Division and are awaiting 
Joint Committee on Taxation approval. The IRS has completed its examination of the consolidated U.S. federal income tax 
returns for the 2002 through 2006 tax years and the proposed adjustments are currently being reviewed in the IRS appeals 
process. The IRS is currently auditing our consolidated U.S. federal income tax returns for the 2007 and 2008 tax years. While it 
is reasonably possible that certain of the income tax examinations will be settled within the next twelve months, we currently 
believe that there are no jurisdictions in which the outcome of unresolved issues or claims is likely to be material to the 
Consolidated Financial Statements. 


At December 31, 2009 and 2008, net unrecognized tax benefits were $926 million and $803 million, respectively. Included 
in the balance at December 31, 2009, are approximately $700 million of tax positions that, if recognized, would impact the 
effective tax rate. The remaining balance in net unrecognized tax benefits principally relates to tax positions for which the 
ultimate deductibility is highly certain but for which there is uncertainty about the timing of such deductibility. Because of the 
impact of deferred tax accounting, other than interest and penalties, the disallowance of the shorter deductibility period would 
not affect the annual effective tax rate but would accelerate the payment of cash to the taxing authority to an earlier period. As 
of December 31, 2009, we do not expect any material changes to the estimated amount of unrecognized tax benefits in the next 
twelve months. 


(17) Dividend restrictions — Insurance subsidiaries 


Payments of dividends by our insurance subsidiaries are restricted by insurance statutes and regulations. Without prior 
regulatory approval, our principal insurance subsidiaries may declare up to approximately $7 billion as ordinary dividends 
before the end of 2010. 


Combined shareholders’ equity of U.S. based property/casualty insurance subsidiaries determined pursuant to statutory 
accounting rules (Statutory Surplus as Regards Policyholders) was approximately $64 billion at December 31, 2009 and $51 
billion at December 31, 2008. Statutory surplus differs from the corresponding amount determined on the basis of GAAP. The 
major differences between statutory basis accounting and GAAP are that deferred charges reinsurance assumed, deferred policy 
acquisition costs, unrealized gains and losses on investments in fixed maturity securities and related deferred income taxes are 
recognized under GAAP but not for statutory reporting purposes. In addition, statutory accounting for goodwill of acquired 
businesses requires amortization of goodwill over 10 years, whereas under GAAP, goodwill is not amortized and is subject to 
periodic tests for impairment. 
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Notes to Consolidated Financial Statements (Continued) 


(18) Fair value measurements 


The estimated fair values of our financial instruments as of December 31, 2009 and 2008 are shown in the following table 
(in millions). The carrying values of cash and cash equivalents, accounts receivable and accounts payable, accruals and other 
liabilities are deemed to be reasonable estimates of their fair values. 


Carrying Value Fair Value 
~ 2009 ~«.2008~=Ss«2009Ssti«i008—=S 

Insurance and other: 

Investments in fixed maturity securities ............ 00.0 cece eee eee $32,523 $27,115 $32,523 $27,115 

Investments mequity S€CUTILICS. 2. ceccsak ck pede de oye ed oe ORE eee 56,562 49,073 56,562 49,073 

Other investments: fo. .scb kw ee he da ie be PERS ade ohana 28,980 18,419 30,832 17,660 

Notes payable and other borrowings ............ 0.000. c eee eee eee 3,719 4,349 3,723 4,300 
Utilities and energy: 

Investments in equity securities) 2... 2. eee 1,986 — 1,986 — 

Derivative Contract aSSets 2) sii. 6.6 ards p taera ghd ehh ae Gee Ue Bode Ghee Sa esos 188 324 188 324 

Notes payable and other borrowings ........... 0.000. c eee eee eee 19,579 19,145 20,868 19,144 

Derivative contract liabilities 2 2.0... ee eens 581 729 581 729 
Finance and financial products: 

Investments in fixed maturity securities 1.0... 0.0.0... cece eee eee 4,608 4,517 4,608 4,517 

Investments in equity securities) 2... 2. eee eee 486 — 486 — 

Other investments - 5.3.6.6 4065.45 obo de bbe: Satire Pane need Mid eae ene 3,620 3,116 3,708 3,099 

Derivative contract assets) 0... cee eee nn eeee 266 208 266 208 

Loans: and finance receivables sii. oc esc ce gsccdd adn a erhare eee Ak wie ab arose ards 13,989 13,942 12,415 14,016 

Notes payable and other borrowings ........... 0.0.00. e cece eee eee 14,611 13,388 15,301 13,820 

Derivative contract liabilities .... 0.0... 0... ccc teen eee 9,269 14,612 9,269 14,612 


(Included in Other assets 


(2) Included in Accounts payable, accruals and other liabilities 


Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants as of the measurement date. Fair value measurements assume the asset or liability is exchanged in an orderly 
manner; the exchange is in the principal market for that asset or liability (or in the most advantageous market when no principal 
market exists); and the market participants are independent, knowledgeable, able and willing to transact an exchange. 


Fair values for substantially all of our financial instruments were measured using market or income approaches. 
Considerable judgment may be required in interpreting market data used to develop the estimates of fair value. Accordingly, the 
estimates presented herein are not necessarily indicative of the amounts that could be realized in an actual current market 
exchange. The use of different market assumptions and/or estimation methodologies may have a material effect on the estimated 
fair value. 


The hierarchy for measuring fair value consists of Levels | through 3. 


Level 1 — Inputs represent unadjusted quoted prices for identical assets or liabilities exchanged in active markets. 
Substantially all of our equity investments are traded on an exchange in active markets and fair value is based on the 
closing prices as of the balance sheet date. 


Level 2 — Inputs include directly or indirectly observable inputs (other than Level | inputs) such as quoted prices for 
similar assets or liabilities exchanged in active or inactive markets; quoted prices for identical assets or liabilities 
exchanged in inactive markets; other inputs that may be considered in fair value determinations of the assets or liabilities, 
such as interest rates and yield curves, volatilities, prepayment speeds, loss severities, credit risks and default rates; and 
inputs that are derived principally from or corroborated by observable market data by correlation or other means. Fair 
values for our investments in fixed maturity securities are primarily based on market prices and market data available for 
instruments with similar characteristics. Pricing evaluations are based on yield curves for instruments with similar 
characteristics, such as credit rating, estimated duration, and yields for other instruments of the issuer or entities in the 
same industry sector. 
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Notes to Consolidated Financial Statements (Continued) 
(18) Fair value measurements (Continued) 


Level 3 — Inputs include unobservable inputs used in the measurement of assets and liabilities. Management is required to 
use its Own assumptions regarding unobservable inputs because there is little, if any, market activity in the assets or 
liabilities or related observable inputs that can be corroborated at the measurement date. Unobservable inputs require 
management to make certain projections and assumptions about the information that would be used by market participants 
in pricing assets or liabilities. Measurements of non-exchange traded derivative contracts and certain other investments 
carried at fair value are based primarily on valuation models, discounted cash flow models or other valuation techniques 
that are believed to be used by market participants. We value equity index put option contracts based on the Black-Scholes 
option valuation model which we believe is widely used by market participants. Inputs to this model include current index 
price, expected volatility, dividend and interest rates and contract duration. Credit default contracts are primarily valued 
based on indications of bid or offer data as of the balance sheet date. These contracts are not exchange traded and certain of 
the terms of our contracts are not standard in derivatives markets. For example, we are not required to post collateral under 
most of our contracts. For these reasons, we classified these contracts as Level 3. 


Financial assets and liabilities measured and carried at fair value on a recurring basis in our financial statements as of 
December 31, 2009 and December 31, 2008 are summarized according to the hierarchy previously described as follows (in 
millions). 


Quoted Significant Other Significant 
Total Prices Observable Inputs Unobservable Inputs 
Fair Value (Level 1) (Level 2) (Level 3) 
December 31, 2009 
Insurance and other: 
Investments in fixed maturity securities .................. $32,523 $ 5,407 $26,596 $ 520 
Investments in equity securities ...................0.0000. 56,562 56,169 89 304 
Other investments ........ 0.0... cee eee 17,504 — — 17,504 
Utilities and energy: 
Investments in equity securities ............... 00.00.0000. 1,986 1,986 — — 
Net derivative contract (assets)/liabilities ................. 393 (1) 35 359 
Finance and financial products: 
Investments in fixed maturity securities .................. 4,608 — 4,210 398 
Investments in equity securities ..................000000. 486 485 1 — 
Other 1nVestMentS: «seco owe weed 3a ee HRW ee wae 1,058 — — 1,058 
Net derivative contract liabilities ...................0005. 9,003 _— 166 8,837 
December 31, 2008 
Insurance and other: 
Investments in fixed maturity securities .................. $27,115 $ 4,961 $21,650 $ 504 
Investments in equity securities ...................0..000. 49,073 48,666 79 328 
Other mVestMmenNnts:.s.65-cshew eh eed eh eee BW ane os ww ew ue ware 8,223 — — 8,223 
Utilities and energy: 
Net derivative contract liabilities ..................00000. 405 — 2 403 
Finance and financial products: 
Investments in fixed maturity securities ...............04. 4,517 — 4,382 135 
Net derivative contract liabilities .....................005. 14,404 — 288 14,116 
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Notes to Consolidated Financial Statements (Continued) 
(18) Fair value measurements (Continued) 


Reconciliations of assets and liabilities measured and carried at fair value on a recurring basis with the use of significant 
unobservable inputs (Level 3) for the years ended December 31, 2008 and 2009 follow (in millions). 


Investments Net 
in fixed Investments derivative 
maturity in equity Other contract 
securities securities investments _ liabilities 
Balance ‘at January’ 1;.2008 .< sceacd sade dieu ed de ds tee av adad ees $393 $356 $ — $ (6,784) 
Gains (losses) included in: 
ARMIN SS: «ee. gesice-d: ev ane esses antee ence Bea Be Ra Rae ase Reads 3 — — (6,765) 
Other comprehensive income ........ 0.0... cece eect eee (16) (29) 223 1 
Regulatory assets and liabilities ........... 0.0... ..0.. 00000000000. —_— — —_— (110) 
Purchases, sales, issuances and settlements ........... 0.0.00 cece eee eeee 259 — 8,000 (874) 
Transfers into. (out-of) Level 3: ccc oy aca cen cheat ce ead os an dees deaaeeds — 1 — 13 
Balance at December 31, 2008 ......... 20.0.0 c ccc eens $639 $328 $ 8,223 $(14,519) 
Gains (losses) included in: 
FRAMING SF og dessa gs gusice. be dels dceabSac slap dabdonapate Soplataie ls. argued aegsehdueaUéatenecpaes aki’ 1 4 —_ 3,635 
Other comprehensive income .......... 0.0... c eee eee eee eee 49 25 4,702 — 
Regulatory assets and liabilities... 2.0.0.0... 0. ee eee ee eee — — — 47 
Purchases, sales, issuances and settlements ............. 0.000 cece eeeeae 244 (8) 5,637 1,664 
Transfers in to (out of) Level 3.0... enn (15) (45) — (23) 
Balance at December 31, 2009 1.1.0.2... 00... ccc eee eae $918 $304 $18,562 $ (9,196) 


* Gains and losses related to changes in valuations are included in our Consolidated Statements of Earnings as components of 
investment gains/losses, derivative gains/losses or other revenues as appropriate. Substantially all of the gains and losses 
included in earnings were related to derivative contract liabilities. 


(19) Common stock 


On January 20, 2010, our shareholders approved proposals to increase the authorized number of Class B common shares 
from 55,000,000 to 3,225,000,000 and to effect a 50-for-1 split of the Class B common stock which became effective on 
January 21, 2010. The Class A common stock was not split. Thereafter, each share of Class A common stock became 
convertible, at the option of the holder, into 1,500 shares of Class B common stock. Class B common stock is not convertible 
into Class A common stock. The Class B share data in the following table and the related disclosures regarding Class B shares 
are presented on a post-split basis for all periods. 


Changes in issued and outstanding Berkshire common stock during the three years ended December 31, 2009 are shown in 
the table below. 


Class A, $5 Par Value Class B, $0.0033 Par Value 


(1,650,000 shares authorized) —_(3,225,000,000 shares authorized) 
Shares Issued and Outstanding Shares Issued and Outstanding 


Balance December 31, 2006 ........... 00.0 cc cece eee 1,117,568 637,621,550 
Conversions of Class A common stock to Class B common stock 

ANN OU GR = sea ah eo Med ev elences gare. Beadle Podatodusfatdedoidedans Alec bMane cate: 2aG-cescand (36,544) 62,382,450 
Balance December 31, 2007 ........ 0... cece eee 1,081,024 700,004,000 
Conversions of Class A common stock to Class B common stock 

and Other’. is sb Sa ds Po waa eee eC OSTA wR ows TES (22,023) 35,345,800 
Balance December 31,.2008 «2 ccc0c005000004 G04 eeeeg ue see us 1,059,001 735,349,800 
Conversions of Class A common stock to Class B common stock 

ANG OUST oases ice des aioond Ate tcstis &-criaous Ay guio eel ee whee Kaede ees ood (3,720) 9,351,500 
Balance December 31, 2009 ....... 0... 0. ccc eee 1,055,281 744,701,300 
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(19) Common stock (Continued) 


Class B common stock possesses dividend and distribution rights equal to one-fifteen-hundredth (1/1,500) of such rights of 
Class A common stock. Each Class A common share is entitled to one vote per share. Each Class B common share possesses 
voting rights equivalent to one-ten-thousandth (1/10,000) of the voting rights of a Class A share. Unless otherwise required 
under Delaware General Corporation Law, Class A and Class B common shares vote as a single class. 


On an equivalent Class A common stock basis, there were 1,551,749 shares outstanding as of December 31, 2009 and 
1,549,234 shares outstanding as of December 31, 2008. The Class B stock split had no effect on the number of equivalent 
Class A common shares outstanding. In addition to our common stock, we have 1,000,000 shares of preferred stock authorized, 
none of which are issued and outstanding. 


(20) Pension plans 


Several of our subsidiaries individually sponsor defined benefit pension plans covering certain employees. Benefits under 
the plans are generally based on years of service and compensation, although benefits under certain plans are based on years of 
service and fixed benefit rates. Contributions to the plans are made, generally, to meet regulatory requirements. Additional 
amounts may be contributed as determined by management based on actuarial valuations. 


The components of net periodic pension expense for each of the three years ending December 31, 2009 are as follows (in 
millions). 


2009 2008 2007 


SELViCe COSt ss) bere aweuwaalee ti goad ei oad Soa e MeN es Soe ae bee haa TAeE SW Peewee $162 $176 $ 202 
INtEPEStiCOSt: 3 ciiucs atinare dues oh Ge wae Bhs ee ge RS Ren eee een 2 ead he eae ees 455 452 439 
Expected return ‘on planvassets: i440 oe nee daw oad die aa oe eed we ORE Ke me aoe e Ge OWA Sods (417) (463) (444) 
COMER seces caressed: ca gnass eens se seat eased Gi senate: Brenner. ane dee have are g eine Siac eR Nata ee a Pee eae ave 35 20 65 
Net penSlon Expense ..:.4.225.4cheeid ane t wh nes nate soa aia a. 2 eae deco tee aaa baleen ki $235 $185 $ 262 


The accumulated benefit obligation is the actuarial present value of benefits earned based on service and compensation 
prior to the valuation date. As of December 31, 2009 and 2008, the accumulated benefit obligation was $7,379 million and 
$6,693 million, respectively. The projected benefit obligation is the actuarial present value of benefits earned based upon service 
and compensation prior to the valuation date and, if applicable, includes assumptions regarding future compensation levels. 
Information regarding the projected benefit obligations is shown in the table that follows (in millions). 


2009 2008 
Projected benefit obligation, beginning of year .... 2... eee ene teens $7,587 $7,683 
MEL VICE COSTE 5.54.5. cr esatenacien ned scuts he leedeia hehehe & Sonice cob stabadhae bite dtaumwateng ame ted. Seated etalk wt ae ale deck nated Sees 162 176 
INterest:COSE 3 i.wAcede sued eacdabdd teria eed-adeuth do bao eh nes SS ee wea tee ae ede Det eee aie 455 452 
IBENGMtS Paid. 464.542 40 oS tae cies Eee A REE Oh Ee AE ee a ee an Bd eS EG Hed BRE ae (408) (455) 
Business ACQUISILIONS * y. 8455 2.2756 we etyes cn CAE VAS See OS ee ee Gee Ye map dais Hie eet Pes ed — 249 
Actuarial (gain) or loss and Other. oes sna oe de eee een ee REE ER EGR Se eee eed eRe 340 (518) 
Projected benefit obligation, end of Year sec. wea aisha siege oye geed ere baw eee eee en ee pene $8,136 $7,587 
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(20) Pension plans (Continued) 


Benefit obligations under qualified U.S. defined benefit plans are funded through assets held in trusts and are not included 
as assets in our Consolidated Financial Statements. Pension obligations under certain non-U.S. plans and non-qualified U.S. 
plans are unfunded. As of December 31, 2009, projected benefit obligations of non-qualified U.S. plans and non-U.S. plans 
which are not funded through assets held in trusts were $653 million. A reconciliation of the changes in plan assets and a 
summary of plan assets held as of December 31, 2009 and 2008 is presented in the table that follows (in millions). 


2009 2008 2009 2008 
Plan assets at beginning of year .......... $5,322 $7,063 Cash and equivalents ................. $ 408 $ 535 
Employer contributions ................. 224 279 Government obligations .............. 674 426 
Benefits: paid: scoc4.6..o5-ke deh os aunts (408) (455) Investment funds .................... 1,470 877 
Actual return on plan assets.............. 749 (1,244) Corporate obligations ................ 744 715 
Business acquisitions ................... — 188 Equity securities ................0.04. 2,152 2,213 
Other and expenses ................000- 39 (509): “Other. 32-2 oie edi eed cece waders oon ws 478 556 
Plan assets at end of year................ $5,926 $5,322 $5,926 $5,322 


Fair value measurements for pension assets as of December 31, 2009 follow (in millions). 


Significant 
Other Significant 
Observable Unobservable 
Total Quoted Prices Inputs Inputs 
ive ie J, eee. 
Cash and €quivalents © j.c:gs.ccace Stains so hb. oets ace bane launch dleaadnna ale Adee $ 408 $ 401 $ 7 $— 
Government obligations ........ 0.0.00. eee eee eee 674 554 120 — 
Investment funds ...... 0.0.0... cee eee e eens 1,470 174 1,296 — 
Corporate debt obligations ........ 0.0... 2c eee eee 744 157 587 — 
Equity SCCUNUES: sc. c-cigosa ec parathion alee BAHL alle Aba sate Rode y 2,152 2,131 21 —_— 
OUMEE 2.0 ead eh cee oe eeeh daaedie eels ad agulewuabeepaear esas 478 27 223 228 
$5,926 $3,444 $2,254 $228 


Refer to Note 18 for a discussion of the three levels in the hierarchy of fair values. Pension assets measured at fair value 
with significant unobservable inputs (Level 3) for the year ended December 31, 2009 consisted primarily of real estate and 
limited partnership interests. 


Pension plan assets are generally invested with the long-term objective of earning sufficient amounts to cover expected 
benefit obligations, while assuming a prudent level of risk. There are no target investment allocation percentages with respect to 
individual or categories of investments. Allocations may change as a result of changing market conditions and investment 
opportunities. The expected rates of return on plan assets reflect subjective assessments of expected invested asset returns over a 
period of several years. Generally, past investment returns are not given significant consideration when establishing 
assumptions for expected long-term rates of returns on plan assets. Actual experience will differ from the assumed rates. 


The defined benefit plans expect to pay benefits to participants over the next ten years, reflecting expected future service as 


appropriate, as follows (in millions): 2010 — $418; 2011 — $429; 2012 — $449; 2013 — $469; 2014 — $484; and 2015 to 2019 — 
$2,599. Sponsoring subsidiaries expect to contribute $284 million to defined benefit pension plans in 2010. 


a2 


Notes to Consolidated Financial Statements (Continued) 
(20) Pension plans (Continued) 


As of December 31, 2009 and 2008, the net funded status of the plans is summarized in the table that follows (in millions). 


2009 2008 
Amounts recognized in the Consolidated Balance Sheets: 
Other abilities: 5 5.3..54 .hiccdciedesed doa badetandedinbiesasda steeds Goiedbtheedatd aes $2,288 $2,357 
UNE ASSES! Sch: com ces ose sister hdeas he tae ea de eas cahethe he Saat why dahantere oie hanes tay dete edna seine cece taas (78) (92) 


$2,210 $2,265 


A reconciliation of amounts not yet recognized in net periodic benefit expense for the years ending December 31, 2009 and 
2008 follows (in millions). 


2009 2008 
Net amount included in accumulated other comprehensive income, beginning of year ...............-0-. $(853) $(164) 
Amount included in net periodic pension expense .... 0... 0... eee eee eee 34 10 
Gains (losses) current period and other 1.1... 2... cece een een e een ene (79) (699) 
Net amount included in accumulated other comprehensive income, end of year ............... 000 eee eee $(898)* $(853) 


* Includes $72 million that is expected to be included in net periodic pension expense in 2010. 


Weighted average interest rate assumptions used in determining projected benefit obligations were as follows. These rates 
are substantially the same as the weighted average rates used in determining the net periodic pension expense. 


2009 2008 
DISCOUDE TALC: hs. ove eee Soe eden Adie POET R GREAVES Ot LOR Ree Aes See eden bee EY 5.9% 6.3% 
Expected long-term rate of return on plan assets ... 0... 1.2 eee eee eet t nen enn ee 6.9 6.9 
IRatée-of compensation. INCKEASE: eos eee hoe eda k ee HSE ee OO eee doe Obed beled es 4.0 4.2 


Several of our subsidiaries also sponsor defined contribution retirement plans, such as 401(k) or profit sharing plans. 
Employee contributions to the plans are subject to regulatory limitations and the specific plan provisions. Several of the plans 
require that the subsidiary match these contributions up to levels specified in the plans and provide for additional discretionary 
contributions as determined by management. The total expenses related to employer contributions for these plans were $540 
million, $519 million and $506 million for the years ended December 31, 2009, 2008 and 2007, respectively. 


(21) Contingencies and Commitments 


We are parties in a variety of legal actions arising out of the normal course of business. In particular, such legal actions 
affect our insurance and reinsurance businesses. Such litigation generally seeks to establish liability directly through insurance 
contracts or indirectly through reinsurance contracts issued by Berkshire subsidiaries. Plaintiffs occasionally seek punitive or 
exemplary damages. We do not believe that such normal and routine litigation will have a material effect on its financial 
condition or results of operations. Berkshire and certain of its subsidiaries are also involved in other kinds of legal actions, some 
of which assert or may assert claims or seek to impose fines and penalties in substantial amounts. 


a) Governmental Investigations 


On January 19, 2010, General Re Corporation (“General Re’), a wholly-owned subsidiary of Berkshire Hathaway Inc. 
(‘Berkshire’), entered into settlements with the U.S. Department of Justice (the “DOJ’) and the Securities and Exchange 
Commission (the “SEC”’) related to the investigations of non-traditional products previously disclosed by Berkshire. Berkshire, 
General Re and certain of Berkshire’s insurance subsidiaries had been fully cooperating in these investigations since General Re 
originally received subpoenas in January 2005. 


As part of the settlements, General Re entered into a non-prosecution agreement (the “Non-Prosecution Agreement”) with 
the DOJ. Under the terms of the Non-Prosecution Agreement, among other things, the DOJ has agreed not to prosecute General 


Re for any crimes committed by General Re relating to General Re’s previously disclosed transaction with American 
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International Group, Inc. (“AIG”) initially effected in 2000 (the “AIG Transaction”), and General Re has paid a monetary 
amount equal to $19.5 million to the United States. The Non-Prosecution Agreement provides that General Re’s agreement to 
pay $60.5 million, exclusive of attorneys’ fees and expenses, through the pending civil class action settlement with AIG 
shareholders more fully described below, when combined with the amounts to be paid by AIG and the other defendants, satisfies 
restitution with regard to the AIG Transaction. General Re also has agreed to continue to cooperate fully with the DOJ and the 
SEC in any ongoing investigations of individuals who may have been involved with the AIG Transaction. The Non-Prosecution 
Agreement acknowledges that General Re has instituted a number of internal corporate remediation measures applicable to itself 
and its subsidiaries and, under the terms of the Non-Prosecution Agreement, General Re has agreed to maintain such 
remediation measures at least during the three-year term thereof. General Re has also agreed to toll the statute of limitations for 
the term of the Non-Prosecution Agreement on crimes related to the AIG Transaction, and that neither it nor its directors, 
executive officers or representatives will make, cause others to make or acknowledge as true any statements inconsistent with 
the agreed statement of facts in the Non-Prosecution Agreement. The Non-Prosecution Agreement provides that if the DOJ 
determines that General Re or any of its employees, officers or directors have failed to comply with or knowingly violated any 
of the provisions of the Non-Prosecution Agreement, have provided deliberately false, incomplete or misleading information 
thereunder, or have violated any provision of the federal securities laws during the term of the Non-Prosecution Agreement, 
General Re shall thereafter be subject to prosecution for crimes committed by and through its employees related to the AIG 
Transaction. The Non-Prosecution Agreement is also applicable to, and binding upon, certain subsidiaries of General Re. 


In connection with the SEC settlement, which concerns the AIG transaction, as well as a separate series of interrelated 
transactions with Prudential Financial, Inc. during the period 1997 through 2002, General Re is permanently enjoined from 
aiding and abetting any violations of the books and records and internal controls provisions of Sections 13(b)(2)(A) and 
13(b)(2)(B) of the Securities Act of 1934, as amended, and has paid $12.2 million in disgorgement and prejudgment interest (the 
“SEC Amount’) to the SEC. General Re has also agreed not to take any action or make or permit any public statement denying 
any allegations in the SEC’s complaint or creating the impression that the complaint is without factual basis, although this 
obligation does not affect General Re’s testimonial obligations or right to take legal or factual positions in litigation or other 
legal proceedings in which the SEC is not a party. If General Re breaches this agreement, the SEC may petition to vacate the 
General Re judgment and restore its action against General Re. On February 8, 2010, the judge in this matter issued an order 
permitting Liberty Mutual Insurance Company, which acquired Prudential Financial and claims to be entitled to the SEC 
Amount as a result of its own alleged damages, to file a motion to intervene in this matter and requiring the SEC to hold the 
SEC Amount separate pending a resolution. If the SEC is required to turn over the SEC Amount, or a portion thereof, to Liberty 
Mutual, General Re could be subject to additional claims for relief from the SEC. 


The Office of the Director of Corporate Enforcement in Ireland is conducting a preliminary evaluation in relation to Cologne 
Reinsurance Company (Dublin) Limited (“CRD”), a wholly owned subsidiary of General Re, concerning, in particular, transactions 
between CRD and AIG. CRD is cooperating fully with this preliminary evaluation. 


Except for the ongoing investigation by the Office of the Director of Corporate Enforcement in Ireland, we are not aware of 
any remaining governmental investigations of any of our subsidiaries involving non-traditional products or related transactions. 


b) Civil Litigation 
Litigation Related to ROA 


General Reinsurance Corporation (“General Reinsurance”), a subsidiary of General Re, and several current and former 
employees, along with numerous other defendants, have been sued in thirteen federal lawsuits involving Reciprocal of America 
(“ROA”) and related entities. ROA was a Virginia-based reciprocal insurer and reinsurer of physician, hospital and lawyer 
professional liability risks. Nine are putative class actions initiated by doctors, hospitals and lawyers that purchased insurance 
through ROA or certain of its Tennessee-based risk retention groups. These complaints seek compensatory, treble, and punitive 
damages in an amount plaintiffs contend is just and reasonable. 


General Reinsurance is also subject to actions brought by the Virginia Commissioner of Insurance, as Deputy Receiver of 
ROA, the Tennessee Commissioner of Insurance, as Receiver for purposes of liquidating three Tennessee risk retention groups, a 
state lawsuit filed by a Missouri-based hospital group that was removed to federal court and another state lawsuit filed by an 
Alabama doctor that was also removed to federal court. The first of these actions was filed in March 2003 and additional actions 
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were filed in April 2003 through June 2006. In the action filed by the Virginia Commissioner of Insurance, the Commissioner 
asserts in several of its claims that the alleged damages are believed to exceed $200 million in the aggregate as against all 
defendants. 


All of these cases are collectively assigned to the U.S. District Court for the Western District of Tennessee for pretrial 
proceedings. General Reinsurance filed motions to dismiss all of the claims against it in these cases and, in June 2006, the court 
granted General Reinsurance’s motion to dismiss the complaints of the Virginia and Tennessee receivers. The court granted the 
Tennessee receiver leave to amend her complaint, and the Tennessee receiver filed an amended complaint on August 7, 2006. 
General Reinsurance has filed a motion to dismiss the amended complaint in its entirety and that motion was granted, with the 
court dismissing the claim based on an alleged violation of RICO with prejudice and dismissing the state law claims without 
prejudice. One of the other defendants filed a motion for the court to reconsider the dismissal of the state law claims, requesting 
that the court retain jurisdiction over them. That motion is pending. 


The Tennessee Receiver subsequently filed three Tennessee state court actions against General Reinsurance, essentially 
asserting the same state law claims that had been dismissed without prejudice by the Federal court. General Reinsurance 
removed those actions to Federal court, and the Judicial Panel on Multi-District Litigation ultimately transferred these actions to 
the U.S. District Court for the Western District of Tennessee. 


The Virginia receiver has moved for reconsideration of the dismissal and for leave to amend his complaint, which was 
opposed by General Reinsurance. The court affirmed its original ruling but has given the Virginia receiver leave to amend. In 
September 2006, the court also dismissed the complaint filed by the Missouri-based hospital group. The Missouri-based hospital 
group has filed a motion for reconsideration of the dismissal and for leave to file an amended complaint. General Reinsurance 
has filed its opposition to that motion and awaits a ruling by the court. The court has also not yet ruled on General Reinsurance’s 
motions to dismiss the complaints of the other plaintiffs. 


General Reinsurance filed a Complaint and a motion in federal court to compel the Tennessee and Virginia receivers to 
arbitrate their claims against General Reinsurance. The receivers filed motions to dismiss the Complaint. These motions are 
pending. 


General Reinsurance has reached tentative settlements with the Virginia and Tennessee receivers as well as the Missouri- 
based hospital group. If those settlements are consummated and approved, all the claims by these entities will be dismissed. 


Actions related to AIG 


General Reinsurance is a defendant in In re American International Group Securities Litigation, Case No. 04-CV-8141- 
(LTS), United States District Court, Southern District of New York, a putative class action (the “AIG Securities Litigation’) 
asserted on behalf of investors who purchased publicly-traded securities of AIG between October 1999 and March 2005. The 
complaint, originally filed in April 2005, asserts various claims against AIG and certain of its officers, directors, investment 
banks and other parties, including Ronald Ferguson, Richard Napier and John Houldsworth (whom the Complaint defines, 
together with General Reinsurance, as the “General Re Defendants”). The Complaint alleges that the General Re Defendants 
violated Section 10(b) of the Securities Exchange Act and Rule 10b-5 in connection with the AIG Transaction. The Complaint 
seeks damages and other relief in unspecified amounts. General Reinsurance has answered the Complaint, denying liability and 
asserting various affirmative defenses. Lead plaintiffs filed a motion for class certification on February 20, 2008. Various 
defendants, including General Reinsurance, have filed oppositions to class certification. On May 29, 2008, General Reinsurance 
filed a motion for judgment on the pleadings. Plaintiffs filed an opposition to that motion on June 30, 2008. The court has not 
ruled on that motion. The lead plaintiffs and General Reinsurance have reached agreement concerning the terms of a settlement 
that would resolve all claims against the General Re Defendants in exchange for a payment by General Reinsurance of $72 
million, out of which the court may award plaintiffs’ counsel no more than $11.5 million in fees and reimbursement of costs, 
with the remaining amount of at least $60.5 million to be distributed to purchasers of AIG securities. This settlement remains 
subject to court approval. On February 22, 2010, the court granted class certification with respect to claims against AIG, and 
denied class certification with respect to claims against General Reinsurance. The order does not explicitly address whether the 
court will approve the above-described settlement. 


A member of the putative class in the litigation described in the preceding paragraph has asserted similar claims against General 
Re and Mr. Ferguson in a separate complaint, Florida State Board of Administration v. General Re Corporation, et al., Case 
No. 06-CV-3967, United States District Court, Southern District of New York. The claims against General Re and Mr. Ferguson 
closely resemble those asserted in the class action. The complaint does not specify the amount of damages sought. General Re has 
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answered the Complaint, denying liability and asserting various affirmative defenses. No trial date has been established. The parties 
are coordinating discovery and other proceedings among this action, a similar action filed by the same plaintiff against AIG and others, 
the class action described in the preceding paragraph, and the shareholder derivative actions described in the next two paragraphs. 


On July 27, 2005, General Reinsurance received a Summons and a Verified and Amended Shareholder Derivative 
Complaint in In re American International Group, Inc. Derivative Litigation, Case No. 04-CV-08406, United States District 
Court, Southern District of New York. The complaint, brought by several alleged shareholders of AIG, seeks damages, 
injunctive and declaratory relief against various officers and directors of AIG as well as a variety of individuals and entities with 
whom AJIG did business, relating to a wide variety of allegedly wrongful practices by AIG. The allegations relating to General 
Reinsurance focus on the AIG Transaction, and the complaint purports to assert causes of action in connection with that 
transaction for aiding and abetting other defendants’ breaches of fiduciary duty and for unjust enrichment. The complaint does 
not specify the amount of damages or the nature of any other relief sought. This derivative litigation was stayed by stipulation 
between the plaintiffs and AIG. That stay remains in place. 


In August 2005, General Reinsurance received a Summons and First Amended Consolidated Shareholders’ Derivative 
Complaint in In re American International Group, Inc. Consolidated Derivative Litigation, Case No. 769-N, Delaware Chancery 
Court. In June 2007, AIG filed an Amended Complaint in the Delaware Derivative Litigation asserting claims against two of its 
former officers, but not against General Reinsurance. On September 28, 2007, AIG and the shareholder plaintiffs filed a Second 
Combined Amended Complaint, in which AIG asserted claims against certain of its former officers and the shareholder 
plaintiffs asserted claims against a number of other defendants, including General Reinsurance and General Re. The claims 
asserted in the Delaware complaint are substantially similar to those asserted in the New York derivative complaint, except that 
the Delaware complaint makes clear that the plaintiffs are asserting claims against both General Reinsurance and General Re. 
General Reinsurance and General Re filed a motion to dismiss on November 30, 2007. On July 13, 2009, the Delaware 
Chancery Court entered judgment dismissing with prejudice the claims asserted against General Re, General Reinsurance and 
certain other defendants in the matter. Plaintiffs have appealed the judgment. General Re and General Reinsurance are 
vigorously opposing that appeal. 


FAI/HIH Matter 


In December 2003, the Liquidators of both FAI Insurance Limited (“FAT”) and HIH Insurance Limited (“HIH”) advised General 
Reinsurance Australia Limited (“GRA”) and KG6lnische Riickversicherungs-Gesellschaft AG (“Cologne Re’’) that they intended to 
assert claims arising from insurance transactions GRA entered into with FAI in May and June 1998. In August 2004, the Liquidators 
filed claims in the Supreme Court of New South Wales in order to avoid the expiration of a statute of limitations for certain plaintiffs. 
The focus of the Liquidators’ allegations against GRA and Cologne Re are the 1998 transactions GRA entered into with FAI (which 
was acquired by HIH in 1999). The Liquidators contend, among other things, that GRA and Cologne Re engaged in deceptive conduct 
that assisted FAI in improperly accounting for such transactions as reinsurance, and that such deception led to HIH’s acquisition of 
FAI and caused various losses to FAI and HIH. The Liquidator of HIH served its Complaint on GRA and Cologne Re in June 2006 
and discovery has been ongoing. The FAI Liquidator dismissed his complaint against GRA and Cologne Re. GRA and Cologne Re 
have entered into a settlement in principle with the HIH Liquidator, which remains subject to court approval. 


We have established reserves for certain of the legal proceedings discussed above where we have concluded that the 
likelihood of an unfavorable outcome is probable and the amount of the loss can be reasonably estimated. For other legal 
proceedings discussed above, either we have determined that an unfavorable outcome is reasonably possible but we are unable 
to estimate a range of possible losses or we are unable to predict the outcome of the matter. We believe that any liability that 
may arise as a result of current pending civil litigation, including the matters discussed above, will not have a material effect on 
our financial condition or results of operations. 


c) Commitments 


We lease certain manufacturing, warehouse, retail and office facilities as well as certain equipment. Rent expense for all 
leases was $701 million in 2009, $725 million in 2008 and $648 million in 2007. Minimum rental payments for operating leases 
having initial or remaining non-cancelable terms in excess of one year are as follows. Amounts are in millions. 


After 
2010 2011 2012 2013 2014 2014 Total 
$577 $461 $379 $290 $230 $1,049 $2,986 
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Several of our subsidiaries have made long-term commitments to purchase goods and services used in their businesses. The 
most significant of these relate to MidAmerican’s commitments to purchase coal, electricity and natural gas. As of 
December 31, 2009, commitments under all such subsidiary arrangements were approximately $5.6 billion in 2010, $1.9 billion 
in 2011, $1.8 billion in 2012, $1.7 billion in 2013, $1.7 billion in 2014 and $4.0 billion after 2014. 


We are obligated to acquire the remaining 36% equity interests of Marmon in stages between 2011 and 2014. Based upon 
the initial purchase price, the cost to Berkshire to acquire such interests would be approximately $2.7 billion. However, the 
consideration ultimately payable is contingent upon future operating results of Marmon and the per share cost could be greater 
than or less than the initial per share price. 


Pursuant to the terms of shareholder agreements with noncontrolling shareholders in certain of our other less than wholly- 
owned subsidiaries, we may be obligated to acquire their equity ownership interests. The consideration payable for such 
interests is generally based on the fair value of the subsidiary. If we acquired all such outstanding noncontrolling interests 
holdings as of December 31, 2009, the cost would have been approximately $3 billion. However, the timing and the amount of 
any such future payments that might be required are contingent on future actions of the noncontrolling owners and future 
operating results of the related subsidiaries. 


(22) Business segment data 


Our reportable business segments are organized in a manner that reflects how management views those business activities. 
Certain businesses have been grouped together for segment reporting based upon similar products or product lines, marketing, 
selling and distribution characteristics, even though those business units are operated under separate local management. 


The tabular information that follows shows data of reportable segments reconciled to amounts reflected in the Consolidated 
Financial Statements. Intersegment transactions are not eliminated in instances where management considers those transactions 
in assessing the results of the respective segments. Furthermore, our management does not consider investment and derivative 
gains/losses or amortization of purchase accounting adjustments in assessing the performance of reporting units. Collectively, 
these items are included in reconciliations of segment amounts to consolidated amounts. 


Business Identity Business Activity 
GEICO Underwriting private passenger automobile insurance mainly 


by direct response methods 


General Re Underwriting excess-of-loss, quota-share and facultative 
reinsurance worldwide 


Berkshire Hathaway Reinsurance Group Underwriting excess-of-loss and quota-share reinsurance for 
property and casualty insurers and reinsurers 


Berkshire Hathaway Primary Group Underwriting multiple lines of property and casualty 
insurance policies for primarily commercial accounts 


BH Finance, Clayton Homes, XTRA, CORT and other financial Proprietary investing, manufactured housing and related 


services (“Finance and financial products”) consumer financing, transportation equipment leasing, 
furniture leasing, life annuities and risk management 
products 

Marmon An association of approximately 130 manufacturing and 
service businesses that operate within 11 diverse business 
sectors 

McLane Company Wholesale distribution of groceries and non-food items 

MidAmerican Regulated electric and gas utility, including power 


generation and distribution activities in the U.S. and 
internationally; domestic real estate brokerage 


Shaw Industries Manufacturing and distribution of carpet and floor coverings 
under a variety of brand names 
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Other businesses not specifically identified with reportable business segments consist of a large, diverse group of 


manufacturing, service and retailing businesses. 


Business Identity 


Manufacturing 


Service 


Retailing 


Business Activity 


Acme Building Brands, Benjamin Moore, H.H. Brown Shoe 
Group, CTB, Fechheimer Brothers, Forest River, Fruit of the 
Loom, Garan, IMC, Johns Manville, Justin Brands, Larson- 
Juhl, MiTek, Richline and Scott Fetzer 


Buffalo News, Business Wire, FlightSafety, International 
Dairy Queen, Pampered Chef, NetJets and TTI 


Ben Bridge Jeweler, Borsheims, Helzberg Diamond Shops, 
Jordan’s Furniture, Nebraska Furniture Mart, See’s Candies, 
Star Furniture and R.C. Willey 


A disaggregation of our consolidated data for each of the three most recent years is presented in the tables which follow on 


this and the following two pages (in millions). 


Earnings before income 
taxes, noncontrolling interests 


Revenues and equity method earnings 
2009 2008 2007 2009 2008 2007 
Operating Businesses: 
Insurance group: 
Underwriting: 
GEICO sje ccideci db debate hen dae eal des apa did aaa $ 13,576 $ 12,479 $ 11,806 $ 649 $ 916 $ 1,113 
GeNeTARE goo iscsug deguensusgsteena i Bldeetadualece Pew Gee x SUR are 5,829 6,014 6,076 477 342 555 
Berkshire Hathaway Reinsurance Group ........ 6,706 5,082 11,902 349 1,324 1,427 
Berkshire Hathaway Primary Group ............ 1,773 1,950 1,999 84 210 279 
Investment income ........ 0.0... cece eee 5,223 4,759 4,791 5,173 4,722 4,758 
Total insurance group ...... 0.0.0... eee eee eee ee 33,107 30,284 36,574 6,732 7,514 8,132 
Finance and financial products ..............2.00 eee ee 4,587 4,947 5,119 781 787 1,006 
Marmion? pth.5.b edie bd bbe ttd ea de Ge aa aes 5,067 5,529 — 686 733 — 
McLane Company sci cscpis a acecn ace a ete oe ek edad bes deg 31,207 29,852 28,079 344 276 232 
Mid AMeOrICAN, s.53.cacsierdie 8b sank doacabor eatin tested dena eries 11,443 13,971 12,628 1,528 2,963 1,774 
Shaw Industries ....... 0.0.0... ccc eee eee eee 4,011 5,052 5,373 144 205 436 
Other bUSMESSES. 2:04 3054 oad deeiey deen dredwdeke ee 21,380 25,666 25,648 884 2,809 3,279 
110,802 $115,301 113,421 11,099 15,287 14,859 
Reconciliation of segments to consolidated amount: 
Investment and derivative gains/losses .............. 787 (7,461) 5,509 787 (7,461) 5,509 
Interest expense, not allocated to segments .......... — — — (42) (35) (52) 
Eliminations and other .......... 0.0.0. c cece eee 904 (54) (685) (292) (217) (155) 
$112,493 $107,786 $118,245 $11,552 $ 7,574 $20,161 


* Includes results from the acquisition date of March 18, 2008. 
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(22) Business segment data (Continued) 
Depreciation 
Capital expenditures of tangible assets 
2009 2008 2007 2009 2008 2007 


Operating Businesses: 


IMSUranCe SOUP 2 ot pages ee eee be He ees aurea eng attoate $ 50 $ 72 $ 52 $ 71 $ TO $ 69 
Finance and financial products .......... 0... ce eee eee eee 148 185 322 219 228 226 
Marmion: 2.40% b-. cee Meh dis pion hedns b EMRE SEA eee Dees 436 553 — 521 361 —_— 

Mebane Company’ ¢2<..<a scsi tana doe Gee dn Be ide bas 172 180 175 120 109 100 
Mid Aen Can, sce se eaten sie sb Sees Hee dee ee tar ne de ee eae fete 3,413 3,936 3,513 1,246 1,128 1,157 
Shaw Mndustnes: y iicsc0i.s.a5ced0edes pede ced enti eodked bas abn 186 173 144 149 150 144 
OMEr DUSINESSES 2555 4.0 oe Bee klace chose. aiceey etek OR ee ee BY He, BS Re 532 1,039 1,167 801 764 711 


$4,937 $6,138 $5,373 $3,127 $2,810 $2,407 


Goodwill Identifiable assets 
at year-end at year-end 
2009 2008 2009 2008 
Operating Businesses: 
Insurance group: 
GET CO ars aacd a laesacies we dap everenat, enced Som pasceea teers weenie Eaten Oho $ 1,372 $ 1,372 $ 22,996 $ 18,699 
General Resists 6 ai eh nh od he Ae etwas G4 13,532 13,532 30,894 28,953 
Berkshire Hathaway Reinsurance and Primary Groups ................... 589 578 98,815 85,584 
Potalansurance SOUP” sais: paces gota tec acdearnid anwea qlee ace. a Mealayactogiehaca- toe ni eacabne ered 15,493 15,482 152,705 133,236 
Finance-and financial products ..0.0.5..60 64 se eee eae eee ea ee eee Oa 1,024 1,024 28,017 22,918 
Marmon: 6 <3 sn tee cide Fin soa eb mika eae heeds Aiea bad ee eee 4 706 682 9,768 9,757 
Melane: Company 53:64. 4.3-hhddacaunaos a. 8 nies Ageia Ae ap ARE Ree aed 24 aleve a wt 155 154 3,505 3,477 
Mid AMEriCani, i356. 6 ee cacs sed a eek Sie ak Goh AE es atlas bee roa 5,334 5,280 39,437 36,290 
SHAW MIMGUSTEI ES. 2.60555 ose saesuie ve cdser asd aenatieaceane shea dca elapse ua enend aemg ten pena dade 2,256 2,258 3,068 2,924 
Othe DUSINESSES® f0i,0°5.0-0-24.0506 0% bog dn wEd Seb s oe Fak oo bee haere nash 9,004 8,901 19,820 21,323 


$33,972 $33,781 256,320 229,925 


Reconciliation of segments to consolidated amount: 
Corporate and Other) scc4ia0ceyedis iy bted ious ve bbky ad ta eokesd 6,845 3,693 
Goodwill ves25% onqucy aachdies whines A Shee eS eee eae ee 33,972 33,781 


$297,137 $267,399 


Insurance premiums written by geographic region (based upon the domicile of the insured or reinsured) are summarized 
below. Dollars are in millions. 


Property/Casualty Life/Health 
2009 2008 2007 2009 2008 2007 
United States: vy. cokes dee teed ees oe Use oe ERS AGA a $19,280 $19,267 $18,589 $1,095 $1,119 $1,092 
Western Burope: 55 dses eaacges tig agtvat 3d aukl acs board eecaacea lee abana lavas 5,236 4,145 9,641 761 749 706 
All ONG? 3.45.ai- decd adie dtidedda died dee bt debe btiaweees 737 797 588 774 720 681 


$25,253 $24,209 $28,818 $2,630 $2,588 $2,479 


Insurance premiums written and earned in 2007 included $7.1 billion from a single reinsurance transaction with Equitas. 
See Note 14 for additional information. Premiums attributable to Western Europe were primarily in Switzerland, Luxembourg 
and Germany. In 2009, insurance premiums earned included approximately $4.6 billion from Swiss Reinsurance Company Ltd. 
and its affiliates. 
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Consolidated sales and service revenues in 2009, 2008 and 2007 were $62.6 billion, $65.9 billion and $58.2 billion, 
respectively. Approximately 90% of such amounts in each year were in the United States with the remainder primarily in 
Canada and Europe. In 2009, consolidated sales and service revenues included $12.2 billion of sales to Wal-Mart Stores, Inc. 
which were primarily related to McLane’s wholesale distribution business. At December 31, 2009, over 80% of our net 
property, plant and equipment were located in the United States with the remainder primarily in Canada and Europe. 


Premiums written and earned by the property/casualty and life/health insurance businesses are summarized below (in 
millions). 


Property/Casualty Life/Health 
2009 2008 2007 2009 2008 2007 
Premiums Written: 
Dire Ct so nad eels eel achat, wanaeess Gens auemederemienans $16,484 $16,953 $16,056 
ASSUME) 3 acectihw SiS we ea bee eet eee eeb ends 9,321 7,960 13,316 $2,727 $2,690 $2,579 
Ode seul 5 ahs aceite ego bee eas (552)  (704)~—s (554) ~=—s (97)~—s (102)~—s (100) 


$25,253 $24,209 $28,818 $2,630 $2,588 $2,479 


DWOCl. 5.42 Pde a est AGes bee SAS ee eat ae bs $16,553 $16,269 $16,076 
ASSUMECG: o5.5.0.24 area deisie ene atles Bb Sot. dh aie SE head co eng 9,284 7,332 13,744 $2,723 $2,682 $2,564 
Céded ss o4 eiedoh vod ieee ee nels Hedda hoa dea ames (579) (656) (499) (97) (102) (102) 


$25,258 $22,945 $29,321 $2,626 $2,580 $2,462 


(23) Quarterly data 


A summary of revenues and earnings by quarter for each of the last two years is presented in the following table. This 
information is unaudited. Dollars are in millions, except per share amounts. 


Jst 2Qna 3rd 4th 
Quarter Quarter Quarter Quarter 
2009 
REVENUES! soc f haiees ed re oats tec decane ase 92nca den Secuand cack av ta cesbsaciblthaad. aiapalte dod asda uo avenge $22,784 $29,607 $29,904 $30,198 
Net earnings attributable to Berkshire * ...... 0.0.00... ee eee ee eee (1,534) 3,295 3,238 3,056 
Net earnings attributable to Berkshire per equivalent Class A common share ........ (990) = 2,123 2,087 1,969 
2008 
ARE VEMUCS: bse nc s)as etehesteensade tenant an nena soe theachcanetete ee ttandctlicdan eaten onadtaies $25,175 $30,093 $27,926 $24,592 
Net earnings attributable to Berkshire * .... 0.0... 0... eee eee eee 940 2,880 1,057 117 
Net earnings attributable to Berkshire per equivalent Class A common share ........ 607 1,859 682 76 
* Includes investment and derivative gains/losses, which, for any given period have no predictive value and variations in 
amount from period to period have no practical analytical value. Derivative gains/losses include significant amounts related 
to non-cash changes in the fair value of long-term contracts arising from short-term changes in equity prices, interest rates 
and foreign currency rates, among other factors. After-tax investment and derivative gains/losses for the periods presented 
above are as follows (in millions): 
1st Qnd 3rd 4th 
Quarter Quarter Quarter Quarter 
Investment and derivative gains/losses — 2009 0.0... ccc teens $3,239) $1,515 $1,183 $ 1,027 


Investment and derivative gains/losses — 2008 


i besledts Kemiit mah Ge ceeia sores Stam ep ees (991) 610 (1,012) (3,252) 
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Results of Operations 


Net earnings attributable to Berkshire for each of the past three years are disaggregated in the table that follows. Amounts 
are after deducting income taxes and exclude earnings attributable to noncontrolling interests. Amounts are in millions. 


1 a, 
Insurance = UnderwittiN?. 4:2. at. oe onedwidndas yell en ng RR NSS oa RE SEA RR Ee as pee $1,013 $1,805 $ 2,184 
Insurance — investment INCOME... 6... ee eee eee eee be eee e eevee baeveweedueeuews 4,085 3,497 3,510 
Whites and Cnerey’:.« t.2.kn00% hehehe eaw cate eee Mae aor nade e eee knees 1,071 1,704 1,114 
Manufacturing, service and retailing ....... 0.0... cee ttn n tees 1,113 2,283 2,353 
Finance and financial products 04 2.5ce 45 Ae beae gen tenes Ra pene eae Rie ada eeas 494 479 632 
COTTA sis do erd euassces nis rece aces Semin ent rays sos a ve es aus Eerste ences ote oh cos es Te tas Uaeeeate atte Fe (207) (129) (159) 
Investment and derivative gains/losses ... 0.0... cece tenet ene eens 486 (4,645) 3,579 
Net earnings attributable to Berkshire .......... 2.0.00. cece cette nee $8,055 $4,994 $13,213 


Our operating businesses are managed on an unusually decentralized basis. There are essentially no centralized or 
integrated business functions (such as sales, marketing, purchasing, legal or human resources) and there is minimal involvement 
by our corporate headquarters in the day-to-day business activities of the operating businesses. Our senior corporate 
management team does participate in and is ultimately responsible for significant capital allocation decisions, investment 
activities and the selection of the Chief Executive to head each of the operating businesses. The business segment data (Note 22 
to the Consolidated Financial Statements) should be read in conjunction with this discussion. 


The declines in global economic activity over the last half of 2008 continued through 2009. Our operating results in 2009 
were significantly impacted by those declines. Earnings in 2009 of most of our diverse group of manufacturing, service and 
retailing businesses declined compared to the prior year. The effects from the economic recession resulted in lower sales 
volume, revenues and profit margins as consumers have significantly curtailed spending, particularly for discretionary items. 
Our two largest business segments, insurance and utilities, remain strong and operating results have not been negatively 
impacted in any significant way by the recession. In 2008 and the first part of 2009, equity and debt markets experienced major 
declines in market prices on a worldwide basis, which negatively impacted the fair value of our investments and derivative 
contracts. While market prices recovered somewhat over the remainder of 2009, the potential for significant declines in our 
investment values in the future remains. 


We had after-tax net investment and derivative gains of $486 million in 2009, while in 2008 we had losses of $4.6 billion. 
The gains and losses primarily derived from credit default contracts, dispositions of certain equity securities, other-than- 
temporary impairment charges with respect to certain equity securities and changes in estimated fair values of long duration 
equity index put option contracts. Changes in the equity and credit markets from period to period have caused and may continue 
to cause significant volatility in our periodic earnings. 


In response to the crises in the financial markets and the global recession, the U.S. government and governments around 
the world are taking measures to stabilize financial institutions, regulate markets (including over-the-counter derivatives 
markets) and stimulate economic activity. While we believe that general economic conditions will improve over time, the 
ultimate impact of these actions on us is not clear at this time. Our operating companies have taken and will continue to take 
cost reduction actions as necessary to manage through the current economic situation. We continue to believe that the economic 
franchises of our operating businesses remain intact and that our operating results will ultimately improve, although we cannot 
predict the timing of an economic recovery that will be required for this to occur. 


Insurance—Underwriting 


We engage in both primary insurance and reinsurance of property and casualty risks. In primary insurance activities, we 
assume defined portions of the risks of loss from persons or organizations that are directly subject to the risks. In reinsurance 
activities, we assume defined portions of similar or dissimilar risks that other insurers or reinsurers have subjected themselves to in 
their own insuring activities. Our insurance and reinsurance businesses are: (1) GEICO, (2) General Re, (3) Berkshire Hathaway 
Reinsurance Group and (4) Berkshire Hathaway Primary Group. Through General Re, we also reinsure life and health risks. 
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Our management views insurance businesses as possessing two distinct operations — underwriting and investing. 
Underwriting decisions are the responsibility of the unit managers; investing, with limited exceptions, is the responsibility of 
Berkshire’s Chairman and CEO, Warren E. Buffett. Accordingly, we evaluate performance of underwriting operations without 
any allocation of investment income. 


Our periodic underwriting results can be affected significantly by changes in estimates for unpaid losses and loss 
adjustment expenses, including amounts established for occurrences in prior years. See the Critical Accounting Policies section 
of this discussion for information concerning the loss reserve estimation process. In addition, the timing and amount of 
catastrophe losses can produce significant volatility in our periodic underwriting results. In two out of the last three years, we 
benefited from relatively minor levels of catastrophe losses. In 2008, our underwriting results included estimated losses of 
approximately $900 million from Hurricanes Gustav and Ike. In 2009 and 2008, our underwriting results also included 
significant unrealized foreign currency transaction gains and losses arising from the valuation of certain non-U.S. Dollar 
denominated reinsurance liabilities into U.S. Dollars as a result of currency exchange rate fluctuations. 


A key marketing strategy followed by all of our insurance businesses is the maintenance of extraordinary capital strength. 
Statutory surplus of our insurance businesses was approximately $64 billion at December 31, 2009. This superior capital 
strength creates opportunities, especially with respect to reinsurance activities, to negotiate and enter into insurance and 
reinsurance contracts specially designed to meet the unique needs of insurance and reinsurance buyers. 


A summary follows of underwriting results from our insurance businesses for the past three years. Amounts are in millions. 


2009 2008 2007 


Underwriting gain attributable to: 


GEICO se icceitiess iiedls su whwwrs swat 0h iS akd ewe bao dnd de eases es $ 649 $ 916 $1,113 
Getieral Re ois fata e 255 Ce Face) Se Sadie ates dsb ec oe aus oe acaba ay et det eed bs dobbs ae rox ocelb ia dateeua heed weehal 477 342 555 
Berkshire Hathaway Reinsurance Group ......... 0... c cee teenies 349 =1,324 = 1,427 
Berkshire Hathaway Primary Group ........... 0... ccc cect ete eee 84 210 279 
Pre-tax underwriting gain... cece teen e ene e eee e teen eens 1,559 2,792 3,374 
Income taxes and noncontrolling interests... 0... 2. eee e eee tenes 546 987 1,190 
Net underwriting gain... 2... tenet t nent e teens $1,013 $1,805 $2,184 

GEICO 


Through GEICO, we primarily write private passenger automobile insurance, offering coverages to insureds in all 50 states 
and the District of Columbia. GEICO’s policies are marketed mainly by direct response methods in which customers apply for 
coverage directly to the company via the Internet, over the telephone or through the mail. This is a significant element in our 
strategy to be a low-cost auto insurer. In addition, we strive to provide excellent service to customers, with the goal of 
establishing long-term customer relationships. GEICO’s underwriting results for the past three years are summarized below. 
Dollars are in millions. 


2009 2008 2007 
Amount % Amount % Amount % 
Premitimis Written 3.6: 6.5 $e 8b seed ede oe bus S 1 SHEE eee Lae $13,758 $12,741 $11,931 
Premiums:earned: 3.05. ach. dds ada eG wd xhas al deste ars gad have eyed ane tes $13,576 100.0 $12,479 100.0 $11,806 100.0 
Losses and loss adjustment expenses ........... 0.00 ce eee eee eens 10,457 + 77.0 9,332 74.8 8,523 72.2 
Underwriting Expenses: \es..c0-coiieciw Lead eee se eee eae ae 2,470 18.2 2,231 17.9 2,170 18.4 
TOtallosses:and GxpEnses’ a0. sesaregahow aodes Hpelans wae hae wean baa 12,927 95.2 11,563 92.7 10,693 90.6 
Pre-tax underwriting gain 1.0... ... ee eee eee $ 649 $ 916 $ 1,113 
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Premiums earned in 2009 increased $1,097 million (8.8%) over premiums earned in 2008, reflecting growth in voluntary 
auto premiums earned as a result of an overall increase in policies-in-force of 7.8%. Policies-in-force grew more rapidly in the 
latter part of 2008 and the early part of 2009 and moderated over the remainder of 2009. As a result, premiums earned in 2009 
increased at a higher rate than policies-in-force, despite a slight decline in premiums per policy. Voluntary auto new business 
sales in 2009 increased 9.0% versus 2008. Voluntary auto policies-in-force at December 31, 2009 were 684,000 greater than at 
December 31, 2008. 


Losses and loss adjustment expenses incurred in 2009 increased $1,125 million (12.1%) compared with 2008. The loss 
ratio was 77.0% in 2009 compared to 74.8% in 2008. The higher loss ratio in 2009 reflected overall increases in average claim 
frequencies and injury claim severities. Claims frequencies in 2009 for physical damage coverages increased in the one to two 
percent range, while frequencies for injury coverages increased in the five to seven percent range compared with the very low 
frequency levels in 2008. Average injury severities in 2009 increased in the three to five percent range while average physical 
damage severities decreased in the two to four percent range from 2008. Incurred losses from catastrophe events in 2009 were 
$83 million, relatively unchanged from 2008. Underwriting expenses in 2009 increased $239 million (10.7%) due primarily to 
higher policy issuance costs and increased salary and employee benefit expenses, which included increased interest on deferred 
compensation liabilities. 


Premiums earned in 2008 increased 5.7% over 2007, reflecting an 8.2% increase in voluntary auto policies-in-force 
partially offset by lower average premiums per policy. Average premiums per policy declined during 2007 but leveled off in 
2008. Losses and loss adjustment expenses incurred in 2008 increased 9.5% over 2007. Incurred losses from catastrophe events 
for 2008 were $87 million compared to $34 million for 2007. Overall, the increase in the loss ratio reflected higher average 
claim severities and lower average premiums per policy, partially offset by lower average claims frequencies. Claims 
frequencies in 2008 for physical damage coverages decreased in the seven to nine percent range from 2007 and frequencies for 
injury coverages decreased in the four to six percent range. Physical damage severities in 2008 increased in the six to eight 
percent range and injury severities increased in the five to eight percent range over 2007. Underwriting expenses in 2008 
increased $61 million (2.8%) over 2007. Policy acquisition expenses increased 8.5% in 2008 to $1,508 million, primarily due to 
increased advertising and policy issuance costs. The increase in policy acquisition expenses was partially offset by lower other 
underwriting expenses, including lower interest on deferred compensation liabilities. 


General Re 


General Re conducts a reinsurance business offering property and casualty and life and health coverages to clients 
worldwide. Property and casualty reinsurance is written in North America on a direct basis through General Reinsurance 
Corporation and internationally through Cologne Re (based in Germany) and other wholly-owned affiliates. Property and 
casualty reinsurance is also written through brokers with respect to Faraday in London. Life and health reinsurance is written in 
North America through General Re Life Corporation and internationally through Cologne Re. General Re strives to generate 
underwriting profits in essentially all of its product lines. Underwriting performance is not evaluated based upon market share 
and underwriters are instructed to reject inadequately priced risks. General Re’s underwriting results are summarized for the 
past three years in the following table. Amounts are in millions. 


Premiums written Premiums earned Pre-tax underwriting gain 

2009 2008 2007 2009 2008 2007 2009 2008 2007 

Property/casualty ................. $3,091 $3,383 $3,478 $3,203 $3,434 $3,614 $300 $163 $475 
Date/héaltlh y fc5.40.s044d008 bbe dondas 2,630 2,588 2,479 2,626 2,580 2,462 177 179 80 


$5,721 $5,971 $5,957 $5,829 $6,014 $6,076 $477 $342 $555 


Property/casualty 


Premiums written in 2009 declined $292 million (8.6%) from 2008, which included $205 million with respect to a 
reinsurance-to-close transaction that increased our economic interest in the run-off of Lloyd’s Syndicate 435’s 2000 year of 
account from 39% to 100%. Under the reinsurance-to-close transaction, we also assumed a corresponding amount of net loss 
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reserves and as a result, there was no impact on net underwriting gains in 2008. There was no similar transaction in 2009. 
Excluding the reinsurance-to-close transaction and the effects of foreign currency exchange rate changes, premiums written in 
2009 increased $149 million (4.7%) compared to 2008, primarily due to increased volume in North American, European treaty 
and Lloyd’s market property business. 


Premiums earned in 2009 declined $231 million (6.7%) from 2008. Excluding the effects of the reinsurance-to-close 
transaction in 2008 and the effects of foreign currency exchange rate changes, premiums earned increased $107 million 
(3.3%) in 2009 as compared to 2008. The increase in premiums earned in 2009 was primarily due to increased volume in 
European treaty and Lloyd’s market property business. Increased price competition and capacity within the industry could lead 
to a decline in our premium volume in 2010. 


Underwriting results in 2009 included underwriting gains of $478 million from property business and losses of $178 
million from casualty/workers’ compensation business. The property business produced underwriting gains of $173 million for 
the 2009 accident year, and $305 million from loss reserve reductions related to pre-2009 loss events. The property gains in 
2009 were net of $48 million of losses from catastrophes, which were primarily from winter storm Klaus in Europe, the Victoria 
bushfires in Australia and an earthquake in Italy. The underwriting losses from casualty/workers’ compensation business were 
primarily the result of establishing higher loss reserves for 2009 accident year occurrences to reflect higher loss trends as well as 
$118 million of workers’ compensation loss reserve discount accretion and deferred charge amortization, offset in part by 
reserve reductions related to prior years’ casualty and workers’ compensation loss reserves. 


Premiums written and earned in 2008 declined compared with 2007. Premiums in 2007 included $114 million from a 
reinsurance-to-close transaction which increased our economic interest in Lloyd’s Syndicate 435’s 2001 year of account to 
100%. Otherwise, the declines in written and earned premiums in 2008 versus 2007 reflected underwriting discipline as the 
volume of business accepted declined where pricing was considered inadequate. 


Underwriting results in 2008 included $275 million in underwriting gains from property business partially offset by $112 
million in underwriting losses from casualty/workers’ compensation business. The property business produced underwriting 
losses of $120 million for the 2008 accident year, offset by $395 million of gains from loss reserve reductions related to 
pre-2008 loss events. The 2008 accident year results included $174 million of catastrophe losses from Hurricanes Gustav and 
Ike and $56 million of catastrophe losses from European storms. The underwriting losses from casualty/workers’ compensation 
business in 2008 included $117 million of workers’ compensation loss reserve discount accretion and deferred charge 
amortization, offset in part by reserve reductions related to prior years’ other casualty lines. The casualty results were adversely 
impacted by legal costs incurred in connection with regulatory investigations of finite reinsurance. 


Underwriting results in 2007 included $519 million in underwriting gains from property business partially offset by $44 
million in underwriting losses from casualty/workers’ compensation business. The property business produced underwriting 
gains of $90 million for the 2007 accident year and $429 million from loss reserve reductions related to pre-2007 loss events. 
The pre-tax underwriting losses from casualty business in 2007 included $120 million of loss reserve discount accretion and 
deferred charge amortization, as well as legal costs associated with finite reinsurance investigations. These charges were largely 
offset by underwriting gains in other casualty business. 


Life/health 


Life and health reinsurance premiums earned in 2009 increased 1.8% over 2008, which increased 4.8% over 2007. 
Excluding the effects of foreign currency, premiums earned increased 4.7% over 2008, which increased 2.2% over 2007. The 
increase in premiums earned in 2009 was primarily due to international business. The increase in premiums earned in 2008 was 
primarily from North American life business. Underwriting results for the global life/health operations produced underwriting 
gains of $177 million in 2009, $179 million in 2008 and $80 million in 2007. Life/health results were profitable in each of the 
past three years driven by gains from the life business due primarily to favorable mortality. 
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Through the Berkshire Hathaway Reinsurance Group (“BHRG”), we underwrite excess-of-loss reinsurance and quota- 
share coverages for insurers and reinsurers worldwide. Our business in BHRG includes catastrophe excess-of-loss reinsurance 
and excess direct and facultative reinsurance for large or otherwise unusual discrete risks referred to as individual risk. 
Retroactive reinsurance policies provide indemnification of losses and loss adjustment expenses with respect to past loss events. 
Other multi-line refers to other business written on both a quota-share and excess basis, participations in and contracts with 
Lloyd’s syndicates as well as property, aviation and workers’ compensation programs. BHRG’s underwriting results are 
summarized in the table below. Amounts are in millions. 


Premiums earned Pre-tax underwriting gain/loss 
2009 2008 2007 2009 2008 2007 
Catastrophe and individual risk ............... 000.000 eee eee $ 823 $ 955 $ 1,577 $782 $ 776 $1,477 
Retroactive FemSUrance: 24 cd bde teed Saad eee see ek 6 1,989 204 7,708 (448) (414) (375) 
Other multi-line 2.0.0... tenes 3,894 3,923 2,617 15 962 325 


$6,706 $5,082 $11,902 $349 $1,324 $1,427 


Catastrophe and individual risk contracts may provide exceptionally large limits of indemnification, often several hundred 
million dollars and occasionally in excess of $1 billion, and cover catastrophe risks (such as hurricanes, earthquakes or other 
natural disasters) or other property and liability risks (such as aviation and aerospace, commercial multi-peril or terrorism). The 
timing and magnitude of losses produce extraordinary volatility in periodic underwriting results of BHRG’s catastrophe and 
individual risk business. In early 2009, we constrained the volume of business written in response to the decline in our 
consolidated net worth that occurred in the first quarter. Though our net worth recovered significantly since then, we have 
continued to constrain the volume of business written in light of the BNSF acquisition. Also, premium rates were not attractive 
enough in 2009 to warrant increasing volume. 


Catastrophe and individual risk premiums written were approximately $725 million in 2009, $1.1 billion in 2008 and $1.2 
billion in 2007. The decreases in premium volume were principally attributable to increased industry capacity for catastrophe 
reinsurance and, consequently, fewer opportunities to write business at prices we considered adequate. Based on soft market 
conditions prevailing at the end of 2009, we expect premium volume will continue to be constrained for at least the first half of 
2010. The level of catastrophe and individual risk business we write in a given period will vary significantly based upon market 
conditions and our assessment of the adequacy of premium rates. Premiums earned from catastrophe and individual risk 
contracts in 2009 declined 14% from 2008, which decreased 39% from 2007. 


Underwriting results of our catastrophe and individual risk business in 2009 reflected no significant losses from 
catastrophes during the year, while in 2008 we incurred approximately $270 million of estimated losses from Hurricanes Gustav 
and Ike. Underwriting gains in 2008 included $224 million from a contract in which we agreed to purchase, under certain 
conditions, up to $4 billion of revenue bonds issued by the Florida Hurricane Catastrophe Fund Finance Corporation. Our 
obligation was conditioned upon, among other things, the occurrence of a specified amount of Florida hurricane losses during a 
period that expired on December 31, 2008 and which was not met. Catastrophe and individual risk underwriting results in 2007 
reflected no significant losses from catastrophe events occurring in that year. 


Premiums earned in 2009 from retroactive reinsurance included 2 billion Swiss Francs (“CHF”) (approximately $1.7 
billion) from an adverse loss development contract with Swiss Reinsurance Company Ltd. and its affiliates (“Swiss Re’) 
covering substantially all of Swiss Re’s non-life insurance losses and allocated loss adjustment expenses for loss events 
occurring prior to January 1, 2009. The Swiss Re contract provides aggregate limits of indemnification of 5 billion CHF in 
excess of a retention of Swiss Re’s reported loss reserves at December 31, 2008 (58.725 billion CHF) less 2 billion CHF. The 
impact on underwriting results from this contract was negligible as the premiums earned were offset by a corresponding amount 
of losses incurred. Premiums earned from retroactive reinsurance in 2007 included $7.1 billion from a reinsurance agreement 
with Equitas which became effective on March 30, 2007. See Note 14 to the Consolidated Financial Statements. 
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Underwriting losses from retroactive reinsurance include the recurring amortization of deferred charges that were initially 
established at the inception of these reinsurance contracts. At the inception of a contract, deferred charges represent the 
difference between the premium received and the estimated ultimate losses payable. Deferred charges are subsequently 
amortized over the estimated claims payment period using the interest method and are based on estimates of the timing and 
amount of loss payments. Amortization charges are recorded as a component of losses and loss adjustment expenses. 


Premiums earned in 2009 from other multi-line business of $3.89 billion were relatively unchanged from 2008. Premiums 
earned in 2009 and 2008 included $2.77 billion and $1.83 billion, respectively, from a 20% quota-share contract with Swiss Re 
covering substantially all of Swiss Re’s property/casualty risks incepting from January 1, 2008 and running through 
December 31, 2012. Excluding the Swiss Re quota-share contract, other multi-line business premiums earned in 2009 declined 
$969 million (46%) compared to 2008, primarily due to significant reductions in aviation, property, workers’ compensation and 
Lloyd’s market volume. Other multi-line premiums earned in 2008 increased $1.31 billion (50%) over 2007 reflecting 
premiums earned from the Swiss Re quota-share contract partially offset by lower premium volume from workers’ 
compensation programs. 


Pre-tax underwriting results from other multi-line reinsurance in 2009 included foreign currency transaction losses of about 
$280 million. The non-cash losses arose from the conversion of certain reinsurance loss reserves and other liabilities 
denominated in foreign currencies (primarily the U.K. Pound Sterling). The value of these currencies rose overall relative to the 
U.S. Dollar in 2009, resulting in losses. In 2008, underwriting results included foreign currency transaction gains of 
approximately $930 million, resulting from sharp declines in the Euro and U.K. Pound Sterling versus the U.S. Dollar. 


Excluding the effects of the currency gains/losses, other multi-line business produced a pre-tax underwriting gain of $295 
million in 2009, $32 million in 2008 and $435 million in 2007. Pre-tax underwriting results in 2008 included approximately 
$435 million of estimated catastrophe losses from Hurricanes Gustav and Ike. There were no significant catastrophe losses in 
2009 or 2007, which also benefited from relatively low property loss ratios and favorable loss experience on workers’ 
compensation business. 


In December 2007, we formed a monoline financial guarantee insurance company, Berkshire Hathaway Assurance 
Corporation (“BHAC”). BHAC commenced operations during the first quarter of 2008 and is licensed in 49 states. In its first 
year of operation, BHAC produced $595 million of written premiums. In 2009, as a result of changing market conditions and 
demand, BHAC wrote about $40 million in premiums, most of which was in the first half of the year. 


Berkshire Hathaway Primary Group 


Our primary insurance group consists of a wide variety of independently managed insurance businesses that principally 
write liability coverages for commercial accounts. These businesses include: Medical Protective Corporation (“MedPro”), a 
provider of professional liability insurance to physicians, dentists and other healthcare providers; National Indemnity 
Company’s primary group operation (“NICO Primary Group”), a writer of commercial motor vehicle and general liability 
coverages; U.S. Investment Corporation, whose subsidiaries underwrite specialty insurance coverages; a group of companies 
referred to internally as “Homestate” operations, providers of standard commercial multi-line insurance; Central States 
Indemnity Company, a provider of credit and disability insurance to individuals nationwide through financial institutions; 
Applied Underwriters, a provider of integrated workers’ compensation solutions; and BoatU.S., a writer of insurance for owners 
of boats and small watercraft. 


Earned premiums by our primary insurance businesses were $1,773 million in 2009, $1,950 million in 2008 and $1,999 
million in 2007. In 2009, with the exception of BoatU.S., each of our primary businesses generated lower premiums written and 
earned compared to 2008. Pre-tax underwriting gains as percentages of premiums earned were approximately 5% in 2009, 11% 
in 2008 and 14% in 2007. The declines in underwriting gains in 2009 compared to 2008 and 2007 resulted from higher loss 
ratios as increased price competition narrowed profit margins, and higher expense ratios, which reflected the impact of fixed 
costs on lower premium volume. 
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A summary of net investment income of our insurance operations follows. Amounts are in millions. 


2009 2008 2007 


Investment income before taxes, noncontrolling interests and equity method earnings ............ $5,173 $4,722 $4,758 
Income taxes and noncontrolling interests... 0... 2. eee e een n ene eee 1,515 1,225 1,248 
Net investment income before equity method earnings ........... 0.0.0.0 c eee eee eee 3,658 3,497 3,510 
Equity method eammings: 4 ix.0.04..028 2424 oe ae ele eae ee ets ae tek odie 427 — — 

INGHINVESUMENE ICOM yy:e 2 Pes aia doe an oe ate eheee ate eRe Beata ate re de See Pea eet eaes $4,085 $3,497 $3,510 


Investment income consists of interest and dividends earned on cash equivalents and investments allocable to our insurance 
businesses. Pre-tax investment income in 2009 exceeded 2008 by $451 million. The increase in investment income in 2009 
primarily reflected earnings from several large investments made in the fourth quarter of 2008 and first half of 2009, partially 
offset by lower earnings on cash and cash equivalents due to lower short-term interest rates and lower average cash balances. 


In October 2008, we acquired securities issued by Wrigley, Goldman Sachs and General Electric. In March 2009, we 
acquired a 12% convertible perpetual instrument of Swiss Re and in April 2009, we acquired an 8.5% Cumulative Convertible 
Perpetual Preferred Stock of Dow. In December 2009, we also acquired $1.0 billion par amount of new senior notes issued by 
Wrigley. See Note 6 to the Consolidated Financial Statements. These investments were purchased at an aggregate cost of 
approximately $21.1 billion. At December 31, 2009, approximately 85% of these securities were held in our insurance group, 
with the remainder held primarily in our finance and financial products businesses. Our insurance group earned about $1.65 
billion in interest and dividends from the aforementioned investments in 2009. Partially offsetting these increases were 
reductions in dividends earned from our investments in Wells Fargo and U.S. Bancorp common stock as a result of dividend 
rate cuts by those companies. 


Beginning in 2009, our insurance investment income also includes earnings from equity method investments (BNSF and 
Moody’s). Equity method earnings represent our proportionate share of the net earnings of these companies. As a result of a 
reduction of our ownership of Moody’s in July of 2009, we discontinued the use of the equity method for our investment in 
Moody’s as of the beginning of the third quarter. Dividends earned on equity method investments are not reflected in our 
earnings. 


A summary of cash and investments held in our insurance businesses follows. Amounts are in millions. 


2009 2008 2007 
Cash and 'cash-equivalents: 22.34:3.0c.04 es sear Wwewteind Gene nes Pea gale y Bee e see bas $ 18,655 $ 18,845 $ 28,257 
EGUIEY SCCUMIEES 5. e2 ch soaisedlasende g dlsclane vastynaal o08 we dpacecauscgheuscblsy He aedugass ani dnaaiaie bg h-guelecstdnaaddy aha 56,289 48,892 74,681 
Fixed maturity Securities: .... 640i 0642s amie ta ieban deeded ewitaadsea ede eaee 32,331 26,932 27,922 
OS asec dence, dese ae, har ct ae een att atone dracon toa oaal ate at dpm tnen's, dee ees Gia eeatsa dys auatss adenrs 28,780 18,419 — 


$136,055 $113,088 $130,860 


* Other investments include the investments in Wrigley, Goldman Sachs, General Electric, Swiss Re and Dow as well as the 
investment in BNSF, which as of December 31, 2008 is accounted for under the equity method. Berkshire’s investment in 
Moody’s was accounted for under the equity method at December 31, 2008 but included in equity securities at December 31, 
2009. In 2007, investments in BNSF and Moody’s are included in equity securities. 
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Fixed maturity investments as of December 31, 2009 were as follows. Amounts are in millions. 


Amortized Unrealized Fair 

cost gains/losses value 
U.S. Treasury, U.S. government corporations and agencies .......... 00... c eee eee eee $ 2,356 $ 45 §$ 2,401 
States, municipalities and political subdivisions ....... 0.0.0.0. cece eee eens 3,689 274 3,963 
Foreign GOVEMMENS: 43 oss cd oad. a eae ee ha PN eRe oe oe wets A ee ele 11,325 331 11,656 
Corporate bonds and redeemable preferred stocks, investment grade .................00005 4,375 469 4,844 
Corporate bonds and redeemable preferred stocks, non-investment grade ................. 6,386 825 7,211 
Mortgape-backed Securities: ..g..c.0} 458d 4A GRE oes Cio ee ORE Le Eee We des ees 2,185 71 2,256 


$30,316 $2,015 $32,331 


All U.S. government obligations are rated AAA by the major rating agencies and approximately 85% of all state, municipal 
and political subdivisions, foreign government obligations and mortgage-backed securities were rated AA or higher. 
Non-investment grade securities represent securities that are rated below BBB- or Baa3. 


Invested assets derive from shareholder capital and reinvested earnings as well as net liabilities under insurance contracts 
or “float.” The major components of float are unpaid losses, unearned premiums and other liabilities to policyholders less 
premiums and reinsurance receivables, deferred charges assumed under retroactive reinsurance contracts and deferred policy 
acquisition costs. Float approximated $62 billion at December 31, 2009, $58 billion at December 31, 2008 and $59 billion at 
December 31, 2007. The cost of float, as represented by the ratio of underwriting gain or loss to average float, was negative for 
the last three years, as our insurance businesses generated underwriting gains in each year. 


Utilities and Energy (“MidAmerican”’) 


Revenues and earnings of MidAmerican for each of the past three years are summarized below. Amounts are in millions. 


__-__ Beremmes gs 

aE oe SE 
MidAmerican Energy Company ..............0-00 eee eee $ 3,711 $ 4,742 $4325 $ 285 $ 425 $ 412 
PaciiGorp: ic-cendea sd fag Ged pdeeean fees eel asd ¥asaee ees 4,543 4,558 4,319 788 703 692 
Natural gas pipelines :..:25.5 ee dco ds sma dt pe eh eae oak oo 1,073 1,221 1,088 457 595 473 
UW Kettles asso sacs cio doen ee hee Rad ote aoe aes 829 1,001 1,114 248 339 337 
Real estate brokerage: c.4csh.cca acces nines Ayes SRS 1,071 1,147 1,511 43 (45) 42 
OUEE 8 tees ¢ son indns bose en tea Seine the he 216 1,302 271 25 1,278 130 

$11,443 $13,971 $12,628 
Earnings before corporate interest and taxes ..............-. 1,846 3,295 2,086 
Interest, other than to Berkshire .................0 0000000 (318) (332) (312) 
Interest on Berkshire junior debt ............ 0.000020 e ee aes (58) (111) (108) 
Income taxes and noncontrolling interests ................-. (313) (1,002) (477) 

Ne@t Garmin 8S" 9.0.0-5:4:3405 date Piet toe ee ghee haw es $ 1,157 $ 1,850 $ 1,189 

Earnings attributable to Berkshire * ...................0205. $ 1,071 $ 1,704 $ 1,114 
Debt owed to others at December 31 ..................0050. 19,579 19,145 19,002 
Debt owed to Berkshire at December 31 ................... 353 1,087 821 


* Net of noncontrolling interests and includes interest earned by Berkshire (net of related income taxes). 


Through our 89.5% ownership interest in MidAmerican Energy Holdings Company (“MidAmerican”), we operate an 
international energy business. MidAmerican’s domestic regulated energy interests are comprised of two regulated utility 
companies and two interstate natural gas pipeline companies. In the United Kingdom, MidAmerican operates two electricity 
distribution businesses. The rates that our utilities and natural gas pipelines charge customers for energy and other services are 
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generally subject to regulatory approval. Rates are based in large part on the costs of business operations, including a return on 
capital. To the extent we are not allowed to include such costs in the approved rates, operating results will be adversely affected. 
In addition, MidAmerican also operates a diversified portfolio of independent power projects and the second-largest residential 
real estate brokerage firm in the United States. 


Our U.S. based regulated utilities businesses are conducted through MidAmerican Energy Company (“MEC”) and 
PacifiCorp. Revenues of MEC in 2009 declined $1,031 million (22%) from 2008, primarily due to lower regulated natural gas 
and electricity sales. Regulated natural gas revenues decreased by $520 million in 2009 primarily due to a lower average 
per-unit cost of gas sold, which is passed on to customers and a 5% decline in sales volume. MEC’s regulated electricity 
revenues declined $315 million primarily as a result of a 35% decline in average wholesale prices and lower volumes, which are 
attributable to reduced demand in the current economic environment as well as mild temperatures in 2009. MEC’s earnings 
before corporate interest and income taxes (“EBIT”) in 2009 declined $140 million (33%) compared to 2008, primarily due to 
the lower regulated electricity revenues and increased depreciation due to additions of new wind-power generation facilities, 
partially offset by lower costs of purchased electricity and natural gas. 


MEC’s revenues in 2008 increased $417 million (10%) over 2007. The increase reflects (1) increased regulated natural gas 
revenues from cost based price increases that are largely passed on to customers, (2) increased non-regulated gas revenues due 
primarily to higher prices and, to a lesser degree, increased volume and (3) increased wholesale regulated electricity revenues 
driven by volume increases. EBIT of MEC in 2008 increased $13 million (3%) versus 2007, resulting primarily from higher 
operating margins on wholesale regulated electricity and slightly higher margins from regulated gas sales, partially offset by 
increased interest expense and lower miscellaneous income. 


PacifiCorp’s revenues in 2009 of $4,543 million were relatively unchanged from 2008. Revenues in 2009 reflect an overall 
decrease in sales volume (both wholesale and retail) of approximately 2% and lower wholesale prices, somewhat offset by 
higher retail prices approved by regulators and higher renewable energy credit sales. PacifiCorp’s EBIT in 2009 of $788 million 
increased $85 million (12%) over 2008, primarily due to lower volume and prices of energy purchased in response to lower 
sales volumes and the use of lower-cost generation facilities put into service in the second half of 2008 and first quarter of 2009. 


PacifiCorp’s revenues in 2008 increased $239 million (6%) over 2007. The increase was primarily related to higher retail 
revenues due to regulator approved rate increases as well as increased customer growth and usage. PacifiCorp’s EBIT in 2008 
increased $11 million (2%) versus 2007, as higher revenues were substantially offset by increased fuel costs and interest 
expense. 


Our natural gas pipeline businesses are conducted through Northern Natural Gas and Kern River. Natural gas pipelines 
revenues and EBIT in 2009 declined $148 million and $138 million, respectively, from 2008 due primarily to lower volumes 
due to the current economic climate, lower price spreads and the effects of a favorable rate proceeding included in the results for 
2008. Natural gas pipelines revenues in 2008 increased $133 million (12%) over 2007. The increase reflected increased 
transportation revenue as a result of stronger market conditions at Northern Natural Gas, the impact of system expansion 
projects and changes related to Kern River’s current rate proceeding. EBIT in 2008 of the natural gas pipeline businesses 
increased $122 million (26%) over 2007, reflecting the impact of increased revenues. 


U.K. utility revenues in 2009 declined $172 million (17%) versus 2008, principally due to the impact from foreign 
currency exchange rates as a result of a stronger U.S. Dollar in 2009 as compared with 2008. EBIT of the U.K. utilities in 2009 
declined $91 million (27%) compared to 2008. The decline in EBIT reflects foreign currency exchange rate changes as well as 
higher depreciation expense and charges to write down certain exploration and development assets. U.K. utility revenues in 
2008 declined $113 million (10%) versus 2007 primarily from the effect of the significant strengthening of the U.S. Dollar 
versus the U.K. Pound Sterling over the second half of 2008. EBIT in 2008 was relatively unchanged from 2007 as the revenue 
decline was offset primarily by lower operating costs and interest expense. 
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Real estate brokerage revenues declined $76 million (7%) as compared to 2008. The revenue decline was primarily due to 
lower home sales prices, as transaction volume was relatively unchanged from 2008. EBIT was $43 million in 2009 compared 
to a $45 million loss in 2008. The improvement in 2009 was principally due to lower commission and other operating expenses. 
Real estate brokerage revenues in 2008 declined $364 million (24%) compared to 2007 due to significant declines in transaction 
volume as well as lower average home sale prices. Real estate brokerage activities generated a loss before interest and taxes of 
$45 million in 2008 versus EBIT of $42 million in 2007. The loss in 2008 reflected the weak U.S. housing markets. 


EBIT from other activities in 2009 included $125 million in stock-based compensation expense recorded in the first quarter 
of 2009 as a result of the purchase of common stock issued by MidAmerican upon the exercise of the last remaining stock 
options that had been granted to certain members of management at the time of Berkshire’s acquisition of MidAmerican in 
2000. Revenues and EBIT in 2008 from other activities included a gain of $917 million from MidAmerican’s investments in 
Constellation Energy and a fee of $175 million received as a result of the termination of the planned acquisition of Constellation 
Energy. 


Manufacturing, Service and Retailing 


A summary of revenues and earnings of our manufacturing, service and retailing businesses for each of the past three years 
follows. Amounts are in millions. 


______ Revenues CE rings 

a Se Se OO 
Marmon ....... 00. cece cece cee ene n ee ee een eeneeneenes $ 5,067 $5,529 $ — $ 686 $ 733 $ — 
MeLane Company. sisi0.22 300 daancaa ih nate glide wala se Gee aie oe 31,207 29,852 28,079 344 276 232 
Shaw: Industries: ..4.2-6 < esac seetee soi eles od Skee haces ens 4,011 5,052 5,373 144 205 436 
Other Manubacturing™ sess oce dacs orelsacaeeig 6 Aon edd Bae ae meas 11,926 14,127 14,459 814 1,675 2,037 
Other service asa es tbe eds ede awh be eee ik oa ed 6,585 8,435 7,792 (91) 971 968 
Retailing ..20.00 bho en et duende wakes nee we es onaedse bs 2,869 3,104 3,397 161 163 274 

$61,665 $66,099 $59,100 
Pre-tax CarmingS ©... 6. eee n nes $2,058 $4,023 $3,947 
Income taxes and noncontrolling interests ................2000- 945 1,740 1,594 


$1,113 $2,283 $2,353 


* We evaluate the results of NetJets using accounting standards for recognition of revenue and planned major maintenance 
expenses that were generally accepted when we acquired NetJets but are no longer acceptable due to subsequent changes 
adopted by the FASB. Revenues and pre-tax earnings for our other service businesses shown above reflect these prior 
revenue and expense recognition methods. Revenues shown above exceeded (were less than) the amounts reported in our 
Consolidated Financial Statements by $(942) million in 2009, $130 million in 2008 and $709 million in 2007. Pre-tax 
earnings in this table exceeded (were less than) the amounts included in our Consolidated Financial Statements by $(142) 
million in 2009, $(4) million in 2008 and $48 million in 2007. 


Marmon 


We acquired a 60% interest in Marmon Holdings, Inc. (“Marmon”) on March 18, 2008 and currently own a 64% interest. 
Marmon’s revenues, costs and expenses are included in our Consolidated Financial Statements beginning as of the initial 
acquisition date. Revenues in 2009 declined approximately 27% from 2008 (including periods in 2008 prior to our acquisition). 
The revenue decline in 2009 reflected the impact of the recession which led to lower customer demand across all sectors, and 
particularly in the Building Wire, Engineered Wire and Cable, Flow Products and Distribution Services sectors. Pre-tax earnings 
in 2009 declined approximately 26% from the full year of 2008 which reflects the decline in revenues, somewhat offset by a 
$160 million reduction in operating costs resulting from cost reduction efforts. In 2009, the Retail Store Fixtures, Food Service 
Equipment and Water Treatment sectors produced comparable or improved earnings with 2008 despite lower revenues. The 
remaining sectors experienced lower earnings in 2009 compared to 2008. 


70 


Management’s Discussion (Continued) 
Manufacturing, Service and Retailing (Continued) 


McLane Company 


McLane Company, Inc., (“McLane”) is a wholesale distributor of grocery and non-food products to retailers, convenience 
stores and restaurants. McLane’s business is marked by high sales volume and very low profit margins. Revenues were $31,207 
million in 2009, an increase of $1,355 million (5%) compared to 2008. The increase in revenues in 2009 reflected an 8% 
increase in the grocery business, partially offset by an 11% decline from the foodservice business. The revenue increases in 
2009 reflected additional grocery customers as well as manufacturer price increases and state excise tax increases. 
Approximately one-third of McLane’s annual revenues are from Wal-Mart. A curtailment of purchasing by Wal-Mart could 
have a material adverse impact on McLane’s earnings. 


Pre-tax earnings in 2009 increased $68 million (25%) over 2008. Earnings in 2009 included the impact of a substantial 
inventory price change gain associated with an increase in federal excise tax on cigarettes. Many tobacco manufacturers raised 
prices in anticipation of the tax increase, which allowed McLane to generate a one-time price change gain. The increase in 
earnings from the inventory price change gain was partially offset by a federally mandated one-time floor stock tax on related 
inventory held and by lower earnings from the foodservice business. The gross margin rate in 2009 was 5.72%. Cigarette excise 
tax inflation has a negative impact on margins by inflating gross sales while providing only marginal increases in profit since 
most markups are on a fixed amount per unit as opposed to a percentage of gross sales. Operating results in 2009 also benefited 
from lower fuel costs and operating expense control efforts. 


In 2008, revenues increased $1,773 million (6%) compared to 2007, reflecting increased customers and manufacturer price 
increases and state excise tax increases. Pre-tax earnings in 2008 increased $44 million (19%) over 2007. The increase in 
earnings in 2008 was primarily attributable to the increase in sales and to a lesser degree a slight increase in gross margins. The 
gross margin rate was 5.91% in 2008 compared to 5.79% in 2007. The comparative increase in the gross margin rate reflected 
price changes related to certain categories of grocery products and the impact of a heavy liquids sales surcharge. 


Shaw Industries 


Shaw Industries (“Shaw”) is the world’s largest manufacturer of tufted broadloom carpets and is a full-service flooring 
company. Shaw’s sales volume and earnings during the last two years have been negatively impacted by the depressed 
residential housing market and the economic recession in the U.S. 


Revenues in 2009 were $4,011 million, a decline of $1,041 million (21%) from 2008. The revenue decrease in 2009 was 
primarily due to an 18% reduction in year-to-date carpet sales volume. In 2009, pre-tax earnings declined $61 million 
(30%) from 2008. Our operating results in 2009 benefitted from lower raw material costs. However, the favorable impact of the 
lower material costs was more than offset by relatively higher manufacturing costs attributable to significant declines in sales 
volume, which decreased plant operating levels and manufacturing efficiencies and resulted in lower selling and general 
expense coverage. During 2009, Shaw incurred costs of $101 million related to plant closures compared to $59 million in 2008. 


Revenues in 2008 declined $321 million (6%) compared to 2007, principally due to a reduction in year-to-date carpet sales 
volume, partially offset by higher average selling prices and revenues from business acquisitions. In 2008, pre-tax earnings 
declined $231 million (53%) to $205 million. The decline was attributable to both lower sales volume and higher product costs. 
Increases in petrochemical based raw material costs along with reduced manufacturing efficiencies caused the product cost 
increase. Pre-tax earnings in 2008 also included the aforementioned $59 million of charges related to plant closures. 


Other manufacturing 


Our other manufacturing businesses include a wide array of businesses. Included in this group are several manufacturers of 
building products (Acme Building Brands, Benjamin Moore, Johns Manville and MiTek) and apparel (led by Fruit of the Loom 
which includes the Russell athletic apparel and sporting goods business and the Vanity Fair Brands women’s intimate apparel 
business). Also included in this group are Forest River, a leading manufacturer of leisure vehicles, CTB International (“CTB”), 
a manufacturer of equipment for the livestock and agricultural industries and ISCAR Metalworking Companies (“IMC”), an 
industry leader in the metal cutting tools business with operations worldwide. 
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Nearly all of the businesses in our manufacturing group experienced the adverse effects of the global economic recession in 
2009 as consumers and customers cut purchases. Revenues in 2009 were $11,926 million, a decrease of $2,201 million 
(16%) from 2008. Revenues were lower for apparel (11%), building products (20%) and other businesses (16%) as compared to 
2008. Pre-tax earnings of our other manufacturing businesses were $814 million in 2009, a decrease of $861 million 
(51%) versus 2008. The declines in earnings reflected the lower revenues as well as relatively higher costs resulting from lower 
manufacturing efficiencies. Revenues of $14,127 million in 2008 declined $332 million (2%) versus 2007. Pre-tax earnings 
were $1,675 million in 2008, a decline of $362 million (18%) versus 2007. Pre-tax earnings declined or were relatively 
unchanged in nearly all of our other manufacturing operations. All of our other manufacturing businesses have taken actions to 
reduce costs and reduce or delay capital spending until the economy improves. 


Other service 


Our other service businesses include NetJets, the world’s leading provider of fractional ownership programs for general 
aviation aircraft, and FlightSafety, a provider of high technology training to operators of aircraft. Among the other businesses 
included in this group are: TTI, a leading electronic components distributor (acquired March 2007); Business Wire, a leading 
distributor of corporate news, multimedia and regulatory filings; The Pampered Chef, a direct seller of high quality kitchen 
tools; International Dairy Queen, a licensor and service provider to about 5,800 stores that offer prepared dairy treats and food; 
The Buffalo News, a publisher of a daily and Sunday newspaper; and businesses that provide management and other services to 
insurance companies. 


Revenues in 2009 were $6,585 million, a decrease of $1,850 million (22%) compared to 2008. Essentially all of our service 
businesses generated lower revenues in 2009, particularly at NetJets and to a lesser degree at TTI. In 2009, NetJets’ revenues 
declined $1,465 million (32%) versus 2008 due to a 77% decline in aircraft sales as well as lower flight operations revenues 
primarily due to a 19% decline in flight revenue hours. Revenues at TTI were 17% lower in 2009 than in 2008 which we 
attribute primarily to the economic recession. 


NetJets produced a pre-tax loss in 2009 of $711 million compared to pre-tax earnings of $213 million in 2008. The pre-tax 
loss at NetJets in 2009 included asset writedowns and other downsizing costs of $676 million compared to $54 million of such 
charges in 2008. NetJets owns more planes than is required for its present level of operations and plans to dispose of selected 
aircraft over time provided that prices are reasonable. We do not believe at this point that further downsizing will be required. 
We also believe, as a result of actions taken to date, that NetJets is likely to operate at a profit in 2010, assuming there is no 
further deterioration in the U.S. economy or negative actions directed at the ownership of private aircraft. 


Excluding the results of NetJets, our other service businesses produced pre-tax earnings of $620 million in 2009 compared 
to pre-tax earnings of $758 million in 2008. The negative impact of the global recession was evident on substantially all of our 
other service businesses. 


In 2008, revenues were $8,435 million, an increase of $643 million (8%) over 2007. The inclusion of twelve months of 
revenues from TTI in 2008 versus nine months in 2007 accounted for over 80% of the revenue increase. Excluding the impact 
of TTI, other service revenues in 2008 increased 2% over 2007. Pre-tax earnings in 2008 were $971 million, relatively 
unchanged from 2007. The impact from the TTI acquisition and increased earnings of FlightSafety were offset by lower 
earnings from NetJets and The Pampered Chef. 


Retailing 


Our retailing operations consist of four home furnishings businesses (Nebraska Furniture Mart, R.C. Willey, Star Furniture 
and Jordan’s), three jewelry businesses (Borsheims, Helzberg and Ben Bridge) and See’s Candies. Retailing revenues were 
$2,869 million in 2009, a decrease of $235 million (8%) compared to 2008. In 2009, our home furnishings revenues declined 
7% while jewelry revenues declined 12% versus 2008. Pre-tax earnings in 2009 of $161 million were relatively unchanged from 
2008. See’s Candies, Star Furniture and Nebraska Furniture Mart generated increased pre-tax earnings, while in the aggregate 
our jewelry businesses posted a pre-tax loss. Throughout 2008 as the impact of the economic recession in the U.S. worsened, 
consumer spending declined and these conditions continued in 2009. 
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Retailing revenues were $3,104 million in 2008, a decrease of $293 million (9%) versus 2007. Pre-tax earnings of $163 
million in 2008 declined $111 million (41%) compared to 2007. Seven of the eight retail operations experienced revenue 
declines and all eight of these operations had declines in earnings compared to 2007. 


Finance and Financial Products 


A summary of revenues and earnings from our finance and financial products businesses follows. Amounts are in millions. 


Revenues Earnings 
a, ee ee, eS 
Manufactured housing and finance ............0 000 cee cee eens $3,257 $3,560 $3,665 $187 $206 $ 526 
Furniture/transportation equipment leasing .....................0008. 661 773 810 14 87 111 
OME! 22653c60te nea nasoe dee tidee teak eed beh ot deeded hes 669 614 644 580 494 369 
$4,587 $4,947 $5,119 
Pre-tax:Carmings 6.2.24. c0 86 55.ec8 Seem A ees hieets dase ee OES SS 781 787 1,006 
Income taxes and noncontrolling interests ................. 000000008. 287 308 374 


Revenues in 2009 of our manufactured housing and finance business (Clayton Homes) declined $303 million (9%) from 
2008. The decrease was primarily due to a 16% decline in units sold partially offset by higher average selling prices as a result 
of product mix changes and a slight increase in installment loan interest and other investment income. Revenues in 2008 
declined $105 million (3%) from 2007, reflecting lower revenues from home sales and was partially offset by higher installment 
loan interest income. Also, revenues in 2007 included approximately $90 million from the housing communities division which 
was sold in the first quarter of 2008. Installment loan balances were approximately $12.3 billion as of December 31, 2009, a 
decline of about $300 million from December 31, 2008. 


Pre-tax earnings of Clayton Homes were $187 million in 2009, a decline of $19 million (9%) from 2008. Pre-tax earnings 
in 2009 were negatively impacted by a $79 million increase in estimated loan loss provisions partially offset by improved 
margins from manufactured home sales and lower selling, general and administrative expenses arising from cost reduction 
efforts. Pre-tax earnings in 2008 declined $320 million (61%) from 2007. Earnings in 2008 included a $125 million increase in 
estimated loan loss provisions, $25 million of losses arising from Hurricanes Gustav and Ike and $38 million in losses from 
asset writedowns and plant closure costs. In both years overall operating results were negatively impacted by declines in home 
sales, increased borrowing costs and higher levels of borrowings. 


Revenues and pre-tax earnings from our furniture/transportation equipment leasing businesses in 2009 declined 
$112 million (14%) and $73 million (84%), respectively, compared to 2008. The declines primarily reflected lower rental 
income driven by relatively low utilization rates for over-the-road trailer and storage units, and lower furniture rentals. 
Significant cost components of this business are fixed (depreciation and facility expenses), so earnings declined 
disproportionately to revenues. Revenues and pre-tax earnings for 2008 decreased $37 million (5%) and $24 million (22%), 
respectively, as compared to 2007, primarily for the reasons previously stated. 


Revenues and earnings of Clayton Homes and the furniture/transportation equipment leasing businesses have been 
negatively affected by the economic recession as well as the credit crisis. Our manufactured housing loan programs are 
currently at a competitive disadvantage to the traditional single family mortgage market, which is currently receiving favorable 
interest rate subsidies from the U.S. government through government agency insured mortgages. Unlike site-built homes, very 
few factory-built homes qualify for these mortgages. This has produced a negative impact on manufactured housing 
construction and sales. However, even under these conditions, we believe Clayton Homes will continue to operate profitably. 


Earnings from our other finance business activities include investment income earned from a portfolio of fixed maturity 
and equity investments held by certain finance subsidiaries; interest earned from a small portfolio of long-held commercial real 
estate loans; net interest earned from an annuity insurance business, whose earnings primarily consist of the net interest accruing 
on interest bearing assets and liabilities; and earnings from an interest rate spread over the cost of Berkshire Hathaway Finance 
Corporation borrowing costs charged to and reflected in Clayton Homes’ earnings. 
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Revenues and pre-tax earnings of other finance business activities in 2009 increased $55 million (9%) and $86 million 
(17%), respectively, due primarily to increased investment income earned from our acquisitions of higher yielding fixed 
maturity and equity investments, including portions of our acquisitions of Goldman Sachs and Wrigley securities. 


Investment and Derivative Gains/Losses 


A summary of investment and derivative gains and losses and other-than-temporary impairment losses on investments 
follows. Amounts are in millions. 


2009 2008 2007 
Investment gains/losses from — 
Sales and other disposals of investments — 
Insurance atid Other ss... co0.csa0s ce Hb Gee dow alee RA Bb eae SR ease ee eR eee wale $ 277 $ 912 $5,308 
Finance and financial products ....... 00... 0. eee eee eee 110 6 187 
Other-than-temporary impairment losses on investments ..........0. 0.0 cece eee eee (3,155) (1,813) — 
Other -wscc5 cdi ae wads Cote OR id eke etd ehh ee ees (69) 255 103 


(2,837) (640) 5,598 


Derivative gains/losses from — 


Credit default: contracts: o.¢ g::08.0.4:5 ata. are oe weld arantoaven’s oh waldh eae ee aekue dada aaee 789 (1,774) 127 
Equity index put option contracts 2.0.6... ec eee ene 2,713 (5,028) = (283) 

Other derivative COMMACS cases oso nce ea eS hele ee Hed ee Sa chee oh ee ab Adee ele 122 (19) 67 
3,624 (6,821) (89) 

Gains/losses before income taxes and noncontrolling interests ......... 0.0... c eee eee eee eee 787 ~=—(7,461) 5,509 

Income taxes and noncontrolling interests .... 0.0.0... cc eee eee eens 301 = (2,816) ~=—1,930 

INGt:2aiNis/lOSSES' 52:3 ..00h deed aides aed daste Jape Ae Gib eae Sad) be and Pedidaae a ne eaw ds $ 486 $(4,645) $3,579 


Investment gains or losses are recognized upon the sales of investments or as otherwise required under GAAP. The timing 
of realized gains or losses from sales can have a material effect on periodic earnings. However, such gains or losses usually 
have little, if any, impact on total shareholders’ equity because most equity and fixed maturity investments are carried at fair 
value with any unrealized gain or loss included as components of accumulated other comprehensive income. 


The recognition of an other-than-temporary impairment loss results in reductions in the cost basis of the investment, but not a 
reduction in fair value. Although we have recorded other-than-temporary impairment losses in earnings, we may continue to hold 
positions in most of these securities. The recognition of such losses does not necessarily indicate that sales are imminent or planned 
and sales ultimately may not occur. We use no bright line tests in determining whether impairments are temporary or other than 
temporary. We consider several factors in determining impairment losses including the current and expected long-term business 
prospects of the issuer, the length of time and relative magnitude of the price decline and our ability and intent to hold the 
investment until the price recovers. 


Other-than-temporary impairment losses in 2009 predominantly relate to a first quarter charge with respect to our 
investment in ConocoPhillips common stock. The market price of ConocoPhillips shares declined sharply over the last half of 
2008. In 2009, we sold over half of the ConocoPhillips position we held at the end of 2008. Since a significant portion of the 
decline in the market value of our investment in ConocoPhillips occurred during the last half of 2008, a significant portion of 
the other-than-temporary impairment losses recorded in earnings in the first quarter of 2009 were recognized in other 
comprehensive income as of December 31, 2008. 


Other-than-temporary impairment losses recorded in 2008 (approximately $1.8 billion) were primarily related to investments 
in twelve equity securities. The unrealized losses in these securities generally ranged from 40% to 90% of cost. After reviewing 
these investments, we concluded that there was considerable uncertainty in the business prospects of these companies and thus 
greater uncertainty on the recoverability of the cost of the security. 
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With respect to equity securities with gross unrealized losses at December 31, 2009 and where other-than-temporary 
impairments were not recorded at December 31, 2009, approximately 90% of the losses were concentrated in four issuers. 
Unrealized losses were no greater than 30% of cost. In our judgment, the future earnings potential and underlying business 
economics of these companies are favorable and as of December 31, 2009, we possessed the ability and intent to hold these 
securities until their prices recover. Changing market conditions and other facts and circumstances may change the business 
prospects of these issuers as well as our ability and intent to hold these securities until the prices recover. Accordingly, we may 
record other-than-temporary impairment charges in future periods with respect to one or more of these securities. 


Derivative gains/losses primarily represent the changes in fair value of our credit default and equity index put option 
contracts. Changes in the fair values of these contracts are reflected in earnings and can be significant, reflecting the volatility of 
equity and credit markets. We do not view the periodic gains or losses from the changes in fair value as meaningful given the 
volatile nature of equity and credit markets over short periods of time, particularly with respect to equity index put option 
contracts. 


The fair values of our credit default contracts are impacted by changes in credit default spreads, which have been volatile 
in recent periods. In the first quarter of 2009, we increased our estimates of credit default liabilities, which produced a pre-tax 
loss of approximately $1.35 billion. This loss resulted from several corporate defaults and the widening of credit default 
spreads, primarily with respect to the underlying non-investment grade issuers included in our high yield contracts. These 
non-investment grade issuers are typically highly leveraged and therefore dependent on having ongoing access to the capital 
markets. The freezing of the credit markets in late 2008 and early 2009 was particularly detrimental to these issuers. As a result, 
there were a number of defaults in 2009 and we made loss payments of approximately $1.9 billion. Over the last nine months of 
2009, credit default spreads narrowed significantly and the estimated values of our liabilities declined resulting in pre-tax gains 
of approximately $2.14 billion. 


The losses from our credit default contracts in 2008 derived primarily from increases in the fair value of our liabilities due 
to a significant widening of credit default spreads during the fourth quarter of 2008. The estimated fair value of credit default 
contracts at December 31, 2008 was $4.1 billion, an increase of $2.3 billion from December 31, 2007. The year-to-date increase 
included fair value pre-tax losses of $1.8 billion and premiums from contracts entered into in 2008 of $633 million, partially 
offset by loss payments of $152 million. 


In 2009, our gains on equity index put option contracts were $2.7 billion, compared to losses of $5.0 billion in 2008. The 
gains in 2009 reflected increases in the underlying equity indexes ranging from approximately 19% to 23%, partially offset by 
the impact of a weaker U.S. Dollar on non-U.S. contracts and lower interest rates. These factors combined to produce a decrease 
in our estimated liabilities. The losses in 2008 reflected declines of between 30% and 45% in underlying indexes. During the 
fourth quarter of 2008, these indexes declined between 10% and 22%. Our ultimate payment obligations, if any, under equity 
index put option contracts will be determined as of the contract expiration dates, which begin in 2018. As previously noted, we 
do not believe that the gains or losses reflected in earnings in the past two years to be meaningful relative to evaluating our 
ultimate payment obligations, if any. There have been no loss payments to date. 


Financial Condition 


Our balance sheet continues to reflect significant liquidity and financial strength. Our consolidated shareholders’ equity 
increased $21.8 billion during 2009 to $131.1 billion at December 31, 2009. Our consolidated cash and invested assets, 
excluding assets of utilities and energy and finance and financial products businesses, was approximately $146.0 billion at 
December 31, 2009 (including cash and cash equivalents of $27.9 billion) and $118.9 billion at December 31, 2008 (including 
cash and cash equivalents of $24.3 billion). Our invested assets are held predominantly in our insurance businesses. 


In 2009, we acquired a 12% convertible perpetual security issued by Swiss Re for $2.7 billion, an 8.5% Cumulative 


Convertible Perpetual Preferred Stock of Dow for $3 billion and senior notes of Wrigley due in 2013 and 2014 for $1.0 billion. 
Investment income generated by these investments will greatly exceed income currently earned on short-term investments. 
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Notes payable and other borrowings of our insurance and other businesses declined $630 million in 2009 to approximately 
$3.7 billion at December 31. The decline was primarily due to a combination of term debt maturities and a reduction in short- 
term borrowings. 


On February 12, 2010, we completed the acquisition of BNSF by acquiring the outstanding shares of BNSF that we did not 
already own for aggregate consideration of approximately $26.5 billion ($100 per BNSF share). The aggregate consideration 
consisted of a combination of $15.9 billion in cash and about 95,000 equivalent Class A shares of Berkshire common stock. In 
connection with the BNSF acquisition, we issued $8.0 billion aggregate par amount of senior notes consisting of $2.0 billion par 
amount of notes due in 2011; $1.7 billion par amount of notes due in 2012; $2.6 billion par amount of notes due in 2013; and 
$1.7 billion par amount of notes due in 2015. In connection with its railroad operations, BNSF regularly issues debt to finance 
capital expenditures and for other corporate purposes. We expect this practice to continue after our acquisition. As of 
December 31, 2009, BNSF had debt outstanding of about $10.3 billion. We do not intend to provide guarantees on BNSF debt 
outstanding at the acquisition date or issued in the future. 


Capital expenditures of our utilities and energy businesses in 2009 were approximately $3.4 billion and are currently 
forecasted to be approximately $2.6 billion in 2010. We expect MidAmerican and its operating subsidiaries to fund future 
capital expenditures with cash flows from operations and debt proceeds. MidAmerican’s borrowings were $19.6 billion at 
December 31, 2009, an increase of $434 million from December 31, 2008. MidAmerican and its operating subsidiaries currently 
have no significant debt maturities until 2011, when about $1.1 billion matures. We have committed until February 28, 2011 to 
provide up to $3.5 billion of additional capital to MidAmerican to permit the repayment of its debt obligations or to fund its 
regulated utility subsidiaries. Berkshire does not intend to guarantee the repayment of debt by MidAmerican or any of its 
subsidiaries. 


Assets of the finance and financial products businesses, which consisted primarily of loans and finance receivables, fixed 
maturity securities, other investments and cash and cash equivalents, were approximately $29.0 billion as of December 31, 2009 
and $27.1 billion at December 31, 2008. Our finance and financial products liabilities were $26.4 billion as of December 31, 
2009 and $30.7 billion at December 31, 2008. The decline in liabilities was primarily attributable to a decrease of $5.3 billion in 
derivative contract liabilities. As of December 31, 2009, notes payable and other borrowings of $14.6 billion included 
approximately $12.1 billion par amount of medium-term notes issued by Berkshire Hathaway Finance Corporation (“BHFC”), a 
wholly-owned finance subsidiary of Berkshire. The BHFC notes that were outstanding at December 31, 2009, are unsecured and 
mature at various dates between 2010 and 2018. The proceeds from the medium-term notes were used to finance originated and 
acquired loans of Clayton Homes. The full and timely payment of principal and interest on the notes is guaranteed by Berkshire. 
In January 2010, BHFC repaid $1.5 billion of its maturing notes and issued new notes consisting of $250 million par amount 
due in 2012 and $750 million par amount due in 2040. 


During 2008 and continuing into the first part of 2009, access to credit markets became limited as a consequence of the 
worldwide credit crisis. As a result, interest rates for investment grade corporate issuers increased relative to government 
obligations, even for companies with strong credit histories and ratings. However, we believe that the credit crisis has abated 
and interest rates for investment grade issuers relative to government obligations have declined. Nevertheless, restricted access 
to credit markets at affordable rates in the future could have a significant negative impact on our operations, particularly the 
utilities and energy and the finance and financial products operations. We believe we currently maintain ample liquidity to cover 
our existing contractual obligations and provide for contingent liquidity needs. 


Contractual Obligations 


We regularly enter into contracts, which obligate us to make cash payments to counterparties in future periods. Contractual 
obligations arise under financing and other agreements, which are reflected in our Consolidated Financial Statements and other 
long-term contracts to acquire goods or services in the future, which are not currently reflected in our financial statements. Such 
obligations, including future minimum rentals under operating leases, will be reflected in future periods as the goods are 
delivered or services provided. Amounts due as of the balance sheet date for purchases where the goods and services have been 
received and a liability incurred are not included to the extent that such amounts are due within one year of the balance sheet 
date. 


The obligations of our insurance businesses to make payments of losses and loss adjustment expenses arising under 
property and casualty insurance contracts are estimates. The timing and amount of such payments are contingent upon the 
outcome of claim settlement activities that will occur over many years. The amounts presented in the following table were 
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estimated based upon past claim settlement activities and therefore are subject to significant estimation error. The factors 
affecting the ultimate amount of claims are discussed in the following section regarding our critical accounting policies. 
Although certain insurance losses and loss adjustment expenses are ceded to and recoverable from others under reinsurance 
contracts, such recoverables are not reflected in the table. 


A summary of contractual obligations as of December 31, 2009 follows. Amounts are in millions. 


Estimated payments due by period 


Total 2010 2011-2012 2013-2014 After 2014 
Notes payable and other borrowings ) 2.0... 0... eee eee eee $ 60,760 $ 6,394 $10,562 $ 8,360 $35,444 
Operating leases:...c a0 se dinehy Shoe os Besar den Se wioiew gach tees 2,986 TT 840 520 1,049 
Purchasé:obligations. 22 isccs sea eta en a Sa eee bao eee eee eae 16,689 5,628 3,711 3,339 4,011 
Unpaid losses and loss expenses @ 2.0.0.0... ce eee ee eee 61,889 13,423 14,546 8,072 25,848 
ODER gi oetcped dc aticbe estidcatetigcaceoteecinaigh. bates a dtacdomeerahuhs Peston Megan des 24,848 1,619 2,685 2,599 17,945 
Total) gcicidwisa teks eee wide be ibd ad ewes $167,172 $27,641 $32,344 $22,890 $84,297 


() Includes interest. 


(2) Before reserve discounts of $2,473 million. 


Critical Accounting Policies 


Certain accounting policies require management to make estimates and judgments concerning transactions that will be 
settled several years in the future. Amounts recognized in our financial statements from such estimates are necessarily based on 
numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. Accordingly, the 
amounts currently reflected in our financial statements will likely increase or decrease in the future as additional information 
becomes available. 


Property and casualty losses 


A summary of our consolidated liabilities for unpaid property and casualty losses is presented in the table below. Except 
for certain workers’ compensation reserves, liabilities for unpaid property and casualty losses (referred to in this section as 
“gross unpaid losses”) are reflected in the Consolidated Balance Sheets without discounting for time value, regardless of the 
length of the claim-tail. Amounts are in millions. 


Gross unpaid losses Net unpaid losses * 
Dec. 31, 2009 Dec. 31, 2008 Dec. 31,2009 Dec. 31, 2008 
GEICO se oii d aoe saline Ge hale weitere aN Deans Reg en Hala ae ES $ 8,561 $ 7,336 $ 8,211 $ 7,012 
GeneralliRe vice cave set cue Cacia kin dee ves oes SANE O eat 17,594 18,241 16,170 17,235 
BAR Ge gj ssegi ate sad Sugg a sedatla arm gasped ta! areas “sn aoe nn eras Soe acetaoan stata oe aharetee 28,109 26,179 23,145 21,386 
Berkshire Hathaway Primary Group .............. 00.0000. e eee eee 9,152 4,864 4,774 4,470 
TO tallicoya ego 4idea.s ee totes Set teak Bedale areas we ee oN ean a 4 $59,416 $56,620 $52,300 $50,103 


* Net of reinsurance recoverable and deferred charges on reinsurance assumed and before foreign currency translation effects. 


We record liabilities for unpaid losses and loss adjustment expenses under property and casualty insurance and reinsurance 
contracts based upon estimates of the ultimate amounts payable under the contracts with respect to losses occurring on or before 
the balance sheet date. The timing and amount of loss payments is subject to a great degree of variability and is contingent upon, 
among other things, the timing of claim reporting from insureds and cedants and the determination of the ultimate amount 
through the loss adjustment process. A variety of techniques are used in establishing the liabilities for unpaid losses. Regardless 
of the techniques used, significant judgments and assumptions are necessary in projecting the ultimate amounts payable in the 
future. As a result, uncertainties are imbedded in and permeate the actuarial loss reserving techniques and processes used. 
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As of any balance sheet date, not all claims that have occurred have been reported and not all reported claims have been 
settled. Loss and loss adjustment expense reserves include provisions for reported claims (referred to as “case reserves”) and for 
claims that have not been reported (referred to as incurred but not yet reported (“IBNR’) reserves). The time period between the 
loss occurrence date and settlement payment date is referred to as the “claim-tail.” Property claims usually have fairly short 
claim-tails and, absent litigation, are reported and settled within a few years of occurrence. Casualty losses usually have very 
long claim-tails, occasionally extending for decades. Casualty claims are more susceptible to litigation and can be significantly 
affected by changing contract interpretations. The legal environment further contributes to extending claim-tails. 


Receivables are recorded with respect to losses ceded to other reinsurers and are estimated in a manner similar to liabilities 
for insurance losses. In addition to the factors cited above, reinsurance recoverables may ultimately prove to be uncollectible if 
the reinsurer is unable to perform under the contract. Reinsurance contracts do not relieve the ceding company of its obligations 
to indemnify its own policyholders. 


We utilize loss reserving techniques that are believed to best fit the particular business. Additional information regarding 
reserving processes of our significant insurance businesses (GEICO, General Re and BHRG) follows. 


GEICO 


GEICO’s gross unpaid losses and loss adjustment expense reserves as of December 31, 2009 were $8,561 million. As of 
December 31, 2009, gross reserves included $6,187 million of reported average, case and case development reserves and $2,374 
million of IBNR reserves. GEICO predominantly writes private passenger auto insurance which has a relatively short claim-tail. 
The key assumptions affecting the setting of our reserves include projections of ultimate claim counts (“frequency”) and 
average loss per claim (“severity”), which includes loss adjustment expenses. 


Our reserving methodologies produce reserve estimates based upon the individual claims (or a “ground-up” approach), 
which yields an aggregate estimate of the ultimate losses and loss adjustment expenses. Ranges of loss estimates are not 
determined in the aggregate. 


Our actuaries establish and evaluate unpaid loss reserves using recognized standard actuarial loss development methods 
and techniques. The significant reserve components (and percentage of gross reserves) are: (1) average reserves (20%), (2) case 
and case development reserves (55%) and (3) IBNR reserves (25%). Each component of loss reserves is affected by the 
expected frequency and average severity of claims. Such amounts are analyzed using statistical techniques on historical claims 
data and adjusted when appropriate to reflect perceived changes in loss patterns. Data is analyzed by policy coverage, rated 
state, reporting date and occurrence date, among other factors. A brief discussion of each reserve component follows. 


We establish average reserve amounts for reported auto damage claims and new liability claims prior to the development of 
an individual case reserve. The average reserves are established as a reasonable estimate for incurred claims for which our 
claims adjusters have insufficient time and information to make specific claim estimates and for a large number of minor 
physical damage claims that are paid within a relatively short time after being reported. Average reserve amounts are driven by 
the estimated average severity per claim and the number of new claims opened. 


Our claims adjusters generally establish individual liability claim case loss and loss adjustment expense reserve estimates 
as soon as the specific facts and merits of each claim can be evaluated. Case reserves represent the amounts that in the judgment 
of the adjusters are reasonably expected to be paid in the future to completely settle the claim, including expenses. Individual 
case reserves are revised as more information becomes known. 


For most liability coverages, case reserves alone are an insufficient measure of the ultimate cost due in part to the longer 
claim-tail, the greater chance of protracted litigation and the incompleteness of facts available at the time the case reserve is 
established. Therefore, we establish additional case development reserve estimates, which are usually percentages of the case 
reserve. As of December 31, 2009, case development reserves averaged approximately 20% of total established case reserves. In 
general, case development factors are selected by a retrospective analysis of the overall adequacy of historical case reserves. 
Case development factors are reviewed and revised periodically. 


For unreported claims, IBNR reserve estimates are calculated by first projecting the ultimate number of claims expected 
(reported and unreported) for each significant coverage by using historical quarterly and monthly claim counts to develop 
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age-to-age projections of the ultimate counts by accident quarter. Reported claims are subtracted from the ultimate claim 
projections to produce an estimate of the number of unreported claims. The number of unreported claims is multiplied by an 
estimate of the average cost per unreported claim to produce the IBNR reserve amount. Actuarial techniques are difficult to 
apply reliably in certain situations, such as to new legal precedents, class action suits or recent catastrophes. Consequently, 
supplemental IBNR reserves for these types of events may be established through the collaborative effort of actuarial, claims 
and other management. 


For each of GEICO’s major coverages, we test the adequacy of the total loss reserves using one or more actuarial 
projections based on claim closure models, paid loss triangles and incurred loss triangles. Each type of projection analyzes loss 
occurrence data for claims occurring in a given period and projects the ultimate cost. 


Loss reserve estimates recorded at the end of 2008 developed downward by $194 million when reevaluated through 
December 31, 2009, producing a corresponding increase to pre-tax earnings in 2009. These downward reserve developments 
represented approximately 1% of earned premiums in 2009 and approximately 2.6% of the prior year-end reserve amount. 
Reserving assumptions at December 31, 2009 were modified appropriately to reflect the most recent frequency and severity 
results. Future reserve development will depend on whether actual frequency and severity are more or less than anticipated. 


Within the automobile line of business, reserves for liability coverages are more uncertain due to the longer claim-tails. 
Approximately 90% of GEICO’s reserves as of December 31, 2009 were for automobile liability, of which bodily injury (“BI”) 
coverage accounted for approximately 55%. We believe it is reasonably possible that the average BI severity will change by at 
least one percentage point from the severity used. If actual BI severity changes one percentage point from what was used in 
establishing the reserves, our reserves would develop up or down by approximately $124 million resulting in a corresponding 
decrease or increase in pre-tax earnings. Many of the same economic forces that would likely cause BI severity to be different 
from expected would likely also cause severities for other injury coverages to differ in the same direction. 


Our exposure in GEICO to highly uncertain losses is believed to be limited to certain commercial excess umbrella policies 
written during a period from 1981 to 1984. Remaining reserves associated with such exposure are currently a relatively 
insignificant component of GEICO’s total reserves (approximately 2%) and there is minimal apparent asbestos or environmental 
liability exposure. Related claim activity over the past year was insignificant. 


General Re and BHRG 


Property and casualty loss reserves of our General Re and BHRG underwriting units derive primarily from assumed 
reinsurance. Additional uncertainties are unique to loss reserving processes for reinsurance. The nature, extent, timing and 
perceived reliability of information received from ceding companies varies widely depending on the type of coverage, the 
contractual reporting terms (which are affected by market conditions and practices) and other factors. Due to the lack of 
standardization of contract terms and conditions, the wide variability of coverage needs of individual clients and the tendency 
for those needs to change rapidly in response to market conditions, the ongoing economic impact of such uncertainties, in and of 
themselves, cannot be reliably measured. 


The nature and extent of loss information provided under many facultative, per occurrence excess contracts or retroactive 
contracts may not differ significantly from the information received under a primary insurance contract. This occurs when 
company personnel either work closely with the ceding company in settling individual claims or manage the claims themselves. 
Loss information from aggregate excess-of-loss contracts, including catastrophe losses and quota-share treaties, is often less 
detailed. Occasionally, loss information is reported in summary format rather than on an individual claim basis. Loss data is 
provided through periodic reports and may include the amount of ceded losses paid where reimbursement is sought as well as 
case loss reserve estimates. Ceding companies infrequently provide IBNR estimates to reinsurers. 


Each of our reinsurance businesses has established practices to identify and gather needed information from clients. These 
practices include, for example, comparison of expected premiums to reported premiums to help identify delinquent client 
periodic reports and claim reviews to facilitate loss reporting and identify inaccurate or incomplete claim reporting. These 
practices are periodically evaluated and changed as conditions, risk factors and unanticipated areas of exposures are identified. 
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The timing of claim reporting to reinsurers is delayed in comparison with primary insurance. In some instances there are 
multiple reinsurers assuming and ceding parts of an underlying risk causing multiple contractual intermediaries between us and 
the primary insured. In these instances, the delays in reporting can be compounded. The relative impact of reporting delays on 
the reinsurer varies depending on the type of coverage, contractual reporting terms and other factors. Contracts covering 
casualty losses on a per occurrence excess basis may experience longer delays in reporting due to the length of the claim-tail as 
regards to the underlying claim. In addition, ceding companies may not report claims to the reinsurer until they believe it is 
reasonably possible that the reinsurer will be affected, usually determined as a function of its estimate of the claim amount as a 
percentage of the reinsurance contract retention. However, the timing of reporting large per occurrence excess property losses or 
property catastrophe losses may not vary significantly from primary insurance. 


Under contracts where periodic premium and claims reports are required from ceding companies, such reports are 
generally required at quarterly intervals which in the U.S. range from 30 to 90 days after the end of the accounting period. 
Outside the U.S., reinsurance reporting practices vary. In certain countries clients report annually, often 90 to 180 days after the 
end of the annual period. The different client reporting practices generally do not result in a significant increase in risk or 
uncertainty as the actuarial reserving methodologies are adjusted to compensate for the delays. 


Premium and loss data is provided to us through at least one intermediary (the primary insurer), so there is a risk that the 
loss data provided is incomplete, inaccurate or outside the coverage terms. Information provided by ceding companies is 
reviewed for completeness and compliance with the contract terms. Reinsurance contracts generally allow us to have access to 
the cedant’s books and records with respect to the subject business and provide us the ability to conduct audits to determine the 
accuracy and completeness of information. Audits are conducted as we deem them appropriate. 


In the normal course of business, disputes with clients occasionally arise concerning whether certain claims are covered 
under the reinsurance policies. We resolve most coverage disputes through the involvement of our claims department personnel 
and the appropriate client personnel or by independent outside counsel. If disputes cannot be resolved, our contracts generally 
specify whether arbitration, litigation, or alternative dispute resolution will be invoked. There are no coverage disputes at this 
time for which an adverse resolution would likely have a material impact on our consolidated results of operations or financial 
condition. 


In summary, the scope, number and potential variability of assumptions required in estimating ultimate losses from 
reinsurance contracts are more uncertain than primary property and casualty insurance due to the factors previously discussed. 
General Re 


General Re’s gross and net unpaid losses and loss adjustment expenses and gross reserves by major line of business as of 
December 31, 2009 are summarized below. Amounts are in millions. 


Type Line of business 

Reported case reserves ........ 0.00.00. 0 02 eee ee $ 9,355 Workers’ compensation ................0405 $ 3,076 

IBNR reserves .......0. 0.00: eee eee 8,239 Professional liability® ...................... 1,314 

GTOSS TESEIVES j.c05 eek bee doe ieee dada eews 17,594 Mass tort—asbestos/environmental ............. 1,738 

Ceded reserves and deferred charges ............. (1,424) Auto liability ....... 2.2. eee. 3,076 

INGUTESELVES rgncn Seda bb hteh ed eee AS aa Bees $16,170 Other casualty @ 2.0.0... eee 2,968 
Other general liability ....................0.. 2,890 
Property 26005 06g ei Gees ease aileese lohan 2,532 
Ota: 6a deh. 4 cwigp aerate ete dd mech le eine ead $17,594 


() Net of discounts of $2,473 million. 
(2) Includes directors and officers and errors and omissions coverage. 


(3) Includes medical malpractice and umbrella coverage. 
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The discussion that follows describes our process of establishing loss reserve estimates at General Re. Our loss reserve 
estimation process is based upon a ground-up approach, beginning with case estimates and supplemented by additional case 
reserves (“ACRs’”) and IBNR reserves. Critical judgments in establishing loss reserves involve the establishment of ACRs by 
claim examiners, the expectation of ultimate loss ratios which drive IBNR reserve amounts and comparison of case reserve 
reporting trends to the expected loss reporting patterns. Recorded reserve amounts are subject to “tail risk” where reported 
losses develop beyond the maximum expected loss emergence pattern time period. 


We do not routinely determine loss reserve ranges because we believe that the techniques necessary have not sufficiently 
developed and the myriad of assumptions required render such resulting ranges to be unreliable. In addition, counts of claims or 
average amounts per claim are not utilized because clients do not consistently provide reliable data in sufficient detail. 


Upon notification of a reinsurance claim from a ceding company, our claim examiners make independent evaluations of 
loss amounts. In some cases, examiners’ estimates differ from amounts reported by ceding companies. If the examiners’ 
estimates are significantly greater than the ceding company’s estimates, the claims are further investigated. If deemed 
appropriate, ACRs are established above the amount reported by the ceding company. As of December 31, 2009, ACRs 
aggregated $3.0 billion before discounts and were concentrated in workers’ compensation reserves, and to a lesser extent in 
professional liability reserves. Our examiners also periodically conduct detailed claim reviews of individual clients and case 
reserves are often increased as a result. In 2009, we conducted about 330 claim reviews. 


Our actuaries classify all loss and premium data into segments (“reserve cells”) primarily based on product (e.g., treaty, 
facultative and program) and line of business (e.g., auto liability, property, etc.). For each reserve cell, premiums and losses are 
aggregated by accident year, policy year or underwriting year (depending on client reporting practices) and analyzed over time. 
We internally refer to these loss aggregations as loss triangles, which serve as the primary basis for our IBNR reserve 
calculations. We review over 300 reserve cells for our North American business and approximately 900 reserve cells with 
respect to our international business. 


We use loss triangles to determine the expected case loss emergence patterns for most coverages and, in conjunction with 
expected loss ratios by accident year, loss triangles are further used to determine IBNR reserves. While additional calculations 
form the basis for estimating the expected loss emergence pattern, the determination of the expected loss emergence pattern is 
not strictly a mechanical process. In instances where the historical loss data is insufficient, we use estimation formulas along 
with reliance on other loss triangles and judgment. Factors affecting our loss development triangles include but are not limited 
to the following: changes in client claims practices, changes in claim examiners’ use of ACRs or the frequency of client 
company claim reviews, changes in policy terms and coverage (such as client loss retention levels and occurrence and aggregate 
policy limits), changes in loss trends and changes in legal trends that result in unanticipated losses, as well as other sources of 
statistical variability. Collectively, these factors influence the selection of the expected loss emergence patterns. 


We select expected loss ratios by reserve cell, by accident year, based upon reviewing forecasted losses and indicated 
ultimate loss ratios that are predicted from aggregated pricing statistics. Indicated ultimate loss ratios are calculated using the 
selected loss emergence pattern, reported losses and earned premium. If the selected emergence pattern is not accurate, then the 
indicated ultimate loss ratios may not be accurate, which can affect the selected loss ratios and hence the IBNR reserve. As with 
selected loss emergence patterns, selecting expected loss ratios is not a strictly mechanical process and judgment is used in the 
analysis of indicated ultimate loss ratios and department pricing loss ratios. 


We estimate IBNR reserves by reserve cell, by accident year, using the expected loss emergence patterns and the expected 
loss ratios. The expected loss emergence patterns and expected loss ratios are the critical IBNR reserving assumptions and are 
updated annually. Once the annual IBNR reserves are determined, our actuaries calculate expected case loss emergence for the 
upcoming calendar year. These calculations do not involve new assumptions and use the prior year-end expected loss 
emergence patterns and expected loss ratios. The expected losses are then allocated into interim estimates that are compared to 
actual reported losses in the subsequent year. This comparison provides a test of the adequacy of prior year-end IBNR reserves 
and forms the basis for possibly changing IBNR reserve assumptions during the course of the year. 


In 2009, for prior years’ workers’ compensation losses, our reported claims were less than expected claims by about $186 
million. However, further analysis of the workers’ compensation reserve cells by segment indicated the need for additional 
IBNR. These developments precipitated about $133 million of a net increase in nominal IBNR reserve estimates for unreported 
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occurrences. After deducting $148 million for the change in net reserve discounts during the year, workers’ compensation losses 
from prior years reduced pre-tax earnings in 2009 by $95 million. To illustrate the sensitivity of changes in expected loss 
emergence patterns and expected loss ratios for our significant excess-of-loss workers’ compensation reserve cells, an increase 
of ten points in the tail of the expected emergence pattern and an increase of ten percent in the expected loss ratios would 
produce a net increase in our nominal IBNR reserves of approximately $704 million and $408 million on a discounted basis as 
of December 31, 2009. The increase in discounted reserves would produce a corresponding decrease in pre-tax earnings. We 
believe it is reasonably possible for the tail of the expected loss emergence patterns and expected loss ratios to increase at these 
rates. 


Our other casualty and general liability reported losses (excluding mass tort losses) were favorable in 2009 relative to 
expectations. Casualty losses tend to be long-tail and it should not be assumed that favorable loss experience in a given year 
means that loss reserve amounts currently established will continue to develop favorably. For our significant other casualty and 
general liability reserve cells (including medical malpractice, umbrella, auto and general liability), an increase of five points in 
the tails of the expected emergence patterns and an increase of five percent in expected loss ratios (one percent for large 
international proportional reserve cells) would produce a net increase in our nominal IBNR reserves and a corresponding 
reduction in pre-tax earnings of approximately $922 million. We believe it is reasonably possible for the tail of the expected loss 
emergence patterns and expected loss ratios to increase at these rates in any of the individual aforementioned reserve cells. 
However, given the diversification in worldwide business, more likely outcomes are believed to be less than $922 million. 


Our property losses were lower than expected in 2009 but the nature of property loss experience tends to be more volatile 
because of the effect of catastrophes and large individual property losses. In response to favorable claim developments and 
another year of information, estimated remaining World Trade Center losses were reduced by $17 million. 


In certain reserve cells within excess directors and officers and errors and omissions (“D&O and E&O”) coverages, IBNR 
reserves are based on estimated ultimate losses without consideration of expected emergence patterns. These cells often involve 
a spike in loss activity arising from recent industry developments making it difficult to select an expected loss emergence 
pattern. For our large D&O and E&O reserve cells an increase of ten points in the tail of the expected emergence pattern (for 
those cells where emergence patterns are considered) and an increase of ten percent in the expected loss ratios would produce a 
net increase in nominal IBNR reserves and a corresponding reduction in pre-tax earnings of approximately $220 million. We 
believe it is reasonably possible for the tail of the expected loss emergence patterns and expected loss ratios to increase at these 
rates. 


Overall industry-wide loss experience data and informed judgment are used when internal loss data is of limited reliability, 
such as in setting the estimates for mass tort, asbestos and hazardous waste (collectively, “mass tort’) claims. Unpaid mass tort 
reserves at December 31, 2009 were approximately $1.7 billion gross and $1.3 billion net of reinsurance. Such reserves were 
approximately $1.8 billion gross and $1.2 billion net of reinsurance as of December 31, 2008. Mass tort net claims paid were 
about $87 million in 2009. In 2009, ultimate loss estimates for asbestos and environmental claims were increased by $83 
million. In addition to the previously described methodologies, we consider “survival ratios” based on net claim payments in 
recent years versus net unpaid losses as a rough guide to reserve adequacy. The survival ratio based on claims payments made 
over the last three years was approximately 14.5 years as of December 31, 2009. The insurance industry’s comparable survival 
ratio for asbestos and pollution reserves was approximately 8 years. Estimating mass tort losses is very difficult due to the 
changing legal environment. Although such reserves are believed to be adequate, significant reserve increases may be required 
in the future if new exposures or claimants are identified, new claims are reported or new theories of liability emerge. 
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BHRG’s unpaid losses and loss adjustment expenses as of December 31, 2009 are summarized as follows. Amounts are in 
millions. 


Property Casualty Total 


Reported: Case Teserves -.o.5.5 cbs. psa tacpdenenaids teuatacd a beg tease. lslabec dag: dousd ecdse)dnaoagy pasecbs) ahd Rag udcabeugnacdes $1,524 $ 2,669 $ 4,193 
TBNRfGSCEVES). occse% dszecite soste Sac e ee yh oD Galt 8 Siw hades Gece Gt aed bee dean ete Ge 1,889 4,054 5,943 
TREMOACUIV Gy 2: sot inact spigcet seas aude siecican ected a iguaser artic ae ohae tra cnasd, eeu saaanadehee dna, eacaclepaudetrarapees-snaMadaet en dees — 17,973 17,973 
(TOSS TESEIVES: 665.6. Gdhid ee bcs-dd Rd soh anon adeeb eeebinds Sob O 8 ede dda be bwdkdedeewe wees $3,413 $24,696 28,109 
Deferred charges and: :céded TESeryes. s...2cocsewa ese oda vee ees eed a Nee aden ee Wale (4,964) 
INGE TESCIVES cic ce cg decay Meicertean a rats delet cab tiee hae ee aeranlep bea. at bay ecanameet sae Ee anal geanscerh ned dhaciantecaeahareeess $23,145 


A discussion of our loss reserve estimation processes used by our BHRG underwriting unit follows. In general, the 
methodologies we use to establish loss reserves vary widely and encompass many of the common methodologies employed in 
the actuarial field today. Certain traditional methodologies such as paid and incurred loss development techniques, incurred and 
paid loss Bornhuetter-Ferguson techniques and frequency and severity techniques are utilized as well as ground-up techniques 
where appropriate. Additional judgments must also be employed to consider changes in contract conditions and terms as well as 
the incidence of litigation or legal and regulatory change. 


As of December 31, 2009, our gross loss reserves related to retroactive reinsurance policies were predominantly casualty 
losses. Our retroactive policies include excess-of-loss contracts, in which losses (relating to loss events occurring before a specified 
date on or before the contract date) above a contractual retention are indemnified or contracts that indemnify all losses paid by the 
counterparty after the policy effective date. We paid retroactive reinsurance losses and loss adjustment expenses of $1.1 billion in 
2009. The classification “reported case reserves” has no practical analytical value with respect to retroactive policies since the 
amount is often derived from reports in bulk from ceding companies, who may have inconsistent definitions of “case reserves.” We 
review and establish loss reserve estimates, including estimates of IBNR reserves, in the aggregate by contract. 


In establishing retroactive reinsurance reserves, we often analyze historical aggregate loss payment patterns and project 
losses into the future under various scenarios. The claim-tail is expected to be very long for many policies and may last several 
decades. We assign judgmental probability factors to these aggregate loss payment scenarios and an expectancy outcome is 
determined. We monitor claim payment activity and review ceding company reports and other information concerning the 
underlying losses. Since the claim-tail is expected to be very long for such contracts, we reassess expected ultimate losses as 
significant events related to the underlying losses are reported or revealed during the monitoring and review process. During 
2009, retroactive reserves developed upward by approximately $420 million. 


Our liabilities for environmental, asbestos, and latent injury losses and loss adjustment expenses are presently concentrated 
within retroactive reinsurance contracts. Reserves for such losses were approximately $9.1 billion at December 31, 2009 and 
$9.2 billion at December 31, 2008. We paid losses in 2009 attributable to these exposures of approximately $600 million. 
BHRG, as a reinsurer, does not regularly receive reliable information regarding asbestos, environmental and latent injury claims 
from all ceding companies on a consistent basis, particularly with respect to multi-line treaty or aggregate excess-of-loss 
policies. Periodically, we conduct a ground-up analysis of the underlying loss data of the reinsured to make an estimate of 
ultimate reinsured losses. When detailed loss information is unavailable, our estimates can only be developed by applying recent 
industry trends and projections to aggregate client data. Judgments in these areas necessarily include the stability of the legal 
and regulatory environment under which these claims will be adjudicated. Potential legal reform and legislation could also have 
a significant impact on establishing loss reserves for mass tort claims in the future. 


The maximum losses payable under our retroactive policies are not expected to exceed approximately $29 billion as of 
December 31, 2009. Absent significant judicial or legislative changes affecting asbestos, environmental or latent injury 
exposures, we currently believe it unlikely that unpaid losses as of December 31, 2009 ($18.0 billion) will develop upward to 
the maximum loss payable or downward by more than 15%. 
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A significant number of our reinsurance contracts are expected to have a low frequency of claim occurrence combined with 
a potential for high severity of claims. These include property losses from catastrophes, terrorism and aviation risks under 
catastrophe and individual risk contracts. Loss reserves related to catastrophe and individual risk contracts were approximately 
$1.1 billion at December 31, 2009, a decline of about $200 million from December 31, 2008. In 2009 and 2008, loss reserves 
for prior years’ events declined by approximately $280 million and $200 million, respectively, which produced corresponding 
increases to pre-tax earnings each year. Reserving techniques for catastrophe and individual risk contracts generally rely more 
on a per-policy assessment of the ultimate cost associated with the individual loss event rather than with an analysis of the 
historical development patterns of past losses. Catastrophe loss reserves are provided when it is probable that an insured loss has 
occurred and the amount can be reasonably estimated. Absent litigation affecting the interpretation of coverage terms, the 
expected claim-tail is relatively short and thus the estimation error in the initial reserve estimates usually emerges within 24 
months after the loss event. 


Other reinsurance reserve amounts are generally based upon loss estimates reported by ceding companies and IBNR 
reserves that are primarily a function of reported losses from ceding companies and anticipated loss ratios established on an 
individual contract basis, supplemented by management’s judgment of the impact on each contract of major catastrophe events 
as they become known. Anticipated loss ratios are based upon management’s judgment considering the type of business 
covered, analysis of each ceding company’s loss history and evaluation of that portion of the underlying contracts underwritten 
by each ceding company, which are in turn ceded to BHRG. A range of reserve amounts as a result of changes in underlying 
assumptions is not prepared. 


Derivative contract liabilities 


Our Consolidated Balance Sheets include significant amounts of derivative contract liabilities that are measured at fair 
value. Our significant derivative contract exposures are concentrated in credit default and equity index put option contracts. 
These contracts were primarily entered into in over-the-counter markets and certain elements in the terms and conditions of such 
contracts are not standardized. In particular, we are not required to post collateral under most of our contracts. Furthermore, 
there is no source of independent data available to us showing trading volume and actual prices of completed transactions. As a 
result, the values of these liabilities are primarily based on valuation models, discounted cash flow models or other valuation 
techniques that are believed to be used by market participants. Such models or other valuation techniques may use inputs that 
are observable in the marketplace, while others are unobservable. Unobservable inputs require us to make certain projections 
and assumptions about the information that would be used by market participants in establishing prices. Considerable judgment 
may be required in making assumptions, including the selection of interest rates, default and recovery rates and volatility. 
Changes in assumptions may have a significant effect on values. For these reasons, we classify our credit default and equity 
index put option contracts as Level 3 measurements under GAAP. 


The fair values of our high yield credit default contracts are primarily based on indications of bid/ask pricing data. The bid/ 
ask data represents non-binding indications of prices for which similar contracts would be exchanged. Pricing data for the high 
yield index contracts is obtained from one to three sources depending on the particular index. For the single name and municipal 
issuer credit default contracts, our fair values are generally based on credit default spread information obtained from a widely 
used reporting source. We monitor and review pricing data for consistency as well as reasonableness with respect to current 
market conditions. We generally base estimated fair value on the ask prices (the average of such prices if more than one 
indication is obtained). We make no significant adjustments to the pricing data referred to above. Further, we make no 
significant adjustments to fair value for non-performance risk. We concluded that the values produced from this data (without 
adjustment) reasonably represented the value for which we could have transferred these liabilities. However, our contract terms 
(particularly the lack of collateral posting requirements) likely preclude any transfer of the contracts to third parties. 
Accordingly, prices in a current actual settlement or transfer could differ significantly from the fair values used in the financial 
statements. We do not operate as a derivatives dealer and currently we do not utilize offsetting strategies to hedge these 
contracts. We intend to allow our credit default contracts to run off to their respective expiration dates. 


Pricing data for newer high yield credit default contracts tends to vary little among the different pricing sources, which we 
believe indicates that trading of such contracts is relatively active. As contracts age towards their expiration dates, the variations 
in pricing data can widen, which we believe is indicative of less active markets. However, the impact of such variations is 
partially mitigated by shorter remaining durations, lower exposures due to losses paid to date and by the relatively greater 
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availability of data on newer contracts, which is used for comparison. We entered into one credit default contract in 2009, while 
several contracts expired or terminated. Accordingly, our remaining risk under credit default contracts has declined from year 
end 2008. 


We determine the estimated fair value of equity index put option contracts based on the widely used Black-Scholes option 
valuation model. Inputs to the model include the current index value, strike price, discount rate, dividend rate and contract 
expiration date. The weighted average discount and dividend rates used as of December 31, 2009 were 4.0% and 2.7%, 
respectively, and were each approximately 4.0% as of December 31, 2008. The discount rates as of December 31, 2009 and 
2008 were approximately 55 basis points and 125 basis points (on a weighted average basis), respectively, over benchmark 
interest rates and represented an estimate of the spread between our borrowing rates and the benchmark rates for comparable 
durations. The spread adjustments were based on spreads for our obligations and obligations for comparably rated issuers. We 
believe the most significant economic risks relate to changes in the index value component and to a lesser degree to the foreign 
currency component. For additional information, see our Market Risk Disclosures. 


The Black-Scholes model also incorporates volatility estimates that measure potential price changes over time. The 
weighted average volatility used as of December 31, 2009 was approximately 22%, which was relatively unchanged from year 
end 2008. The weighted average volatilities are based on the volatility input for each equity index put option contract weighted 
by the notional value of each equity index put option contract as compared to the aggregate notional value of all equity index 
put option contracts. The volatility input for each equity index put option contract is based upon the implied volatility at the 
inception of each equity index put option contract. The impact on fair value as of December 31, 2009 ($7.3 billion) from 
changes in volatility is summarized below. The values of contracts in an actual exchange are affected by market conditions and 
perceptions of the buyers and sellers. Actual values in an exchange may differ significantly from the values produced by any 
mathematical model. Dollars are in millions. 


Hypothetical change in volatility (percentage points) Hypothetical fair value 
Inctease:2 percentage Powis: 2.5 oo gcii ed Cota ee HOA Ee ee ee eels $7,885 
Inctease:4 percentage pomwmts 6:5 ecisisacdiee cides blake ae ei ahead ae pee hele Guadelde an lea. aus Qe ecaddee 8,459 
Dectease: 2 percentage Points yc 2.0 :aresea eee aed ek ee oe oe ee a ae oe ae ete es 6,734 
IDecrease:4 percentage POs: 5 sicuccase-sogess aid. suecetn eh paced lan ghag dlouslande deeds) aa hwcadeubdugl ay nebo prdiacaedlglanendada as 6,163 


Other Critical Accounting Policies 


We record deferred charges with respect to liabilities assumed under retroactive reinsurance contracts. At the inception of 
these contracts, the deferred charges represent the difference between the consideration received and the estimated ultimate 
liability for unpaid losses. Deferred charges are amortized using the interest method over an estimate of the ultimate claim 
payment period with the periodic amortization reflected in earnings as a component of losses and loss expenses. Deferred 
charge balances are adjusted periodically to reflect new projections of the amount and timing of loss payments. Adjustments to 
these assumptions are applied retrospectively from the inception of the contract. Unamortized deferred charges were $4.0 billion 
at December 31, 2009. Significant changes in the estimated amount and payment timing of unpaid losses may have a significant 
effect on unamortized deferred charges and the amount of periodic amortization. 


Our Consolidated Balance Sheet as of December 31, 2009 includes goodwill of acquired businesses of approximately 
$34.0 billion. We evaluate goodwill for impairment at least annually and conducted an annual review in the fourth quarter. Such 
tests include determining the estimated fair value of our reporting units and performing goodwill impairment tests. There are 
several methods of estimating a reporting unit’s fair value, including market quotations, underlying asset and liability fair value 
determinations and other valuation techniques, such as discounted projected future net earnings or net cash flows and multiples 
of earnings. We primarily use discounted projected future earnings or cash flow methods. The key assumptions and inputs used 
in such methods may involve forecasting revenues and expenses, operating cash flows and capital expenditures as well as an 
appropriate discount rate. A significant amount of judgment is required in estimating the fair value of the reporting unit and 
performing goodwill impairment tests. Due to the inherent uncertainty in forecasting cash flows and earnings, actual future 
results may vary significantly from the forecasts. If the carrying amount of a reporting unit, including goodwill, exceeds the 
estimated fair value, then individual assets (including identifiable intangible assets) and liabilities of the reporting unit are 
estimated at fair value. The excess of the estimated fair value of the reporting unit over the estimated fair value of net assets 
would establish the implied value of goodwill. The excess of the recorded amount of goodwill over the implied value is then 
charged to earnings as an impairment loss. 
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Our Consolidated Balance Sheets include a substantial amount of assets and liabilities whose fair values are subject to 
market risks. Our significant market risks are primarily associated with interest rates, equity prices, foreign currency exchange 
rates and commodity prices. The fair values of our investment portfolios and equity index put option contracts remain subject to 
considerable volatility, particularly over the short term. The following sections address the significant market risks associated 
with our business activities. 


Interest Rate Risk 


We regularly invest in bonds, loans or other interest rate sensitive instruments. Our strategy is to acquire securities that are 
attractively priced in relation to the perceived credit risk. Management recognizes and accepts that losses may occur with 
respect to assets. We strive to maintain high credit ratings so that the cost of debt is minimized. We utilize derivative products, 
such as interest rate swaps, to manage interest rate risks on a limited basis. 


The fair values of our fixed maturity investments and notes payable and other borrowings will fluctuate in response to 
changes in market interest rates. Increases and decreases in prevailing interest rates generally translate into decreases and 
increases in fair values of those instruments. Additionally, fair values of interest rate sensitive instruments may be affected by 
the creditworthiness of the issuer, prepayment options, relative values of alternative investments, the liquidity of the instrument 
and other general market conditions. The fair values of fixed interest rate investments may be more sensitive to interest rate 
changes than variable rate investments. 


The following table summarizes the estimated effects of hypothetical changes in interest rates on our assets and liabilities 
that are subject to interest rate risk. It is assumed that the changes occur immediately and uniformly to each category of 
instrument containing interest rate risk, and that no other significant factors change that determine the value of the instrument. 
The hypothetical changes in interest rates do not reflect what could be deemed best or worst case scenarios. Variations in 
interest rates could produce significant changes in the timing of repayments due to prepayment options available. For these 
reasons, actual results might differ from those reflected in the table. Dollars are in millions. 


Estimated Fair Value after 
Hypothetical Change in Interest Rates 


(bp=basis points) 
100 bp 100 bp 200 bp 300 bp 
Fair Value decrease increase increase increase 


December 31, 2009 


Investments in fixed maturity securities ................0..0008 $37,131 $38,155 $36,000 $34,950 $34,013 
Other investments © 0 ci saa hase re cia edeeiae ee eadanedgaawons 22,197 23,056 21,391 20,620 19,892 
Loans and finance receivables ......... 0.0.00 cece eee ee ee eens 12,415 12,896 11,965 11,545 11,151 
Notes payable and other borrowings: 
Insurance anid: Other 3 )5.5.4.5-4.6 4 di doe ddeacd delete bk ¢ Ha diee-san deh 3,723 3,792 3,660 3,602 3,548 
Utilities and energy ......... 0.0... cece eens 20,868 22,841 19,217. = =17,792 =16,564 
Finance and financial products ............ 000 e cee ee eee eee 15,372 15,851 14,921 14,499 14,102 
December 31, 2008 
Investments in fixed maturity securities ................0..0008 $31,632 $32,478 $30,598 $29,638 $28,790 
Loans and finance receivables ......... 0.0.00 cece eee eee teens 14,016 14,626 13,448 12,921 12,429 
Other investments: con. see dias bs ae eels Ma Oo eae oS Sa RES 11,861 12,778 11,035 10,309 9,655 
Notes payable and other borrowings: 
Insurance and other ....... 0.0... ccc eee eens 4,300 4,370 4,234 4,173 4,117 
Utilities:and €nergy os 3s08 dare aw iee eds a ga ee Gees 19,144 20,864 17,673 16,415 15,328 
Finance and financial products ....... 0.0.0.0. cece eee eee 13,869 14,425 13,356 12,882 12,441 


“) Includes other investments that are subject to a significant level of interest rate risk. 
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Equity Price Risk 

Historically, we have maintained large amounts of invested assets in exchange traded equity securities. Strategically, we strive 
to invest in businesses that possess excellent economics, with able and honest management and at sensible prices and prefer to 
invest a meaningful amount in each investee. Consequently, equity investments may be concentrated in relatively few investees. At 
December 31, 2009, approximately 60% of the total fair value of equity investments was concentrated in five investees. 


We prefer to hold equity investments for very long periods of time so we are not troubled by short-term equity price 
volatility with respect to our investments provided that the underlying business, economic and management characteristics of 
the investees remain favorable. We strive to maintain above average levels of shareholder capital to provide a margin of safety 
against short-term equity price volatility. 


Market prices for equity securities are subject to fluctuation and consequently the amount realized in the subsequent sale of 
an investment may significantly differ from the reported market value. Fluctuation in the market price of a security may result 
from perceived changes in the underlying economic characteristics of the investee, the relative price of alternative investments 
and general market conditions. 


We are also subject to equity price risk with respect to our equity index put option contracts. While our ultimate potential 
loss with respect to these contracts is determined from the movement of the underlying stock index between contract inception 
date and expiration, the change in fair value resulting from current changes in the index values are also affected by changes in 
other factors such as interest rates, expected dividend rates and the remaining duration of the contract. These contracts generally 
expire 15 to 20 years from inception and may not be settled before their respective expiration dates. 


The following table summarizes our equity investments and derivative contract liabilities with equity price risk as of 
December 31, 2009 and 2008. The effects of a hypothetical 30% increase and a 30% decrease in market prices as of those dates 
is also shown. The selected 30% hypothetical change does not reflect what could be considered the best or worst case scenarios. 
Indeed, results could be far worse due both to the nature of equity markets and the aforementioned concentrations existing in 
our equity investment portfolio. Dollar amounts are in millions. 


Estimated Hypothetical 
Fair Value after Percentage 
Hypothetical Hypothetical Increase (Decrease) in 


Fair Value Price Change Change in Prices Shareholders’ Equity 
December 31, 2009 


Equity secuntlés: ci. 0c0.en seeder bawescbdees tan $ 59,034 30% increase $ 76,744 8.7 
30% decrease 41,324 (8.7) 

Other investments () J... eee 8,011 30% increase 10,696 1:3 
30% decrease 5,743 (1.1) 

Equity index put option contracts ................00. (7,309) 30% increase (5,291) 1.0 
30% decrease (10,428) (1.5) 

December 31, 2008 

Equity securities ...2.. 45.04 bade dn) peda g ve meaeeee $ 49,073 30% increase $ 63,795 8.8 
30% decrease 34,351 (8.8) 

Other investments) Jo... ce eee 2,627 30% increase 3,920 0.8 
30% decrease 1,610 (0.6) 

Equity index put option contracts ................... (10,022) 30% increase (7,952) 1:2 
30% decrease (12,799) (1.7) 


(“ — Includes other investments that possess significant equity price risk. Excludes investments accounted for under the equity 
method. 


Foreign Currency Risk 


We generally do not use derivative contracts to hedge foreign currency price changes primarily because of the natural 
hedging that occurs between assets and liabilities denominated in foreign currencies in the consolidated financial statements. 
Financial statements of subsidiaries that do not use the U.S. Dollar as their functional currency are translated into U.S. Dollars 
using period-end exchange rates for assets and liabilities and weighted-average exchange rates for revenues and expenses. 
Adjustments resulting from translating the financial statements of these subsidiaries are reported in accumulated other 
comprehensive income. Foreign currency transaction gains or losses are included in earnings primarily as a result of the 
translation of foreign currency denominated assets and liabilities held by our U.S. subsidiaries. In addition, we hold investments 
in major multinational companies that have significant foreign business and foreign currency risk of their own, such as The 
Coca-Cola Company. 
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Our net assets subject to translation are primarily in our insurance and utilities and energy businesses, and to a lesser extent 
in our manufacturing and services businesses. The translation impact is somewhat offset by transaction gains or losses on net 
reinsurance liabilities denominated in foreign currencies of certain U.S. subsidiaries as well as the equity index put option 
liabilities of U.S. subsidiaries relating to contracts that would be settled in foreign currencies. 


Commodity Price Risk 


Through our ownership of MidAmerican, we are subject to commodity price risk. Exposures include variations in the price 
of wholesale electricity that is purchased and sold, fuel costs to generate electricity and natural gas supply for regulated retail 
gas customers. Electricity and natural gas prices are subject to wide price swings as demand responds to, among many other 
items, changing weather, limited storage, transmission and transportation constraints, and lack of alternative supplies from other 
areas. To mitigate a portion of the risk, MidAmerican uses derivative instruments, including forwards, futures, options, swaps 
and other agreements, to effectively secure future supply or sell future production generally at fixed prices. The settled cost of 
these contracts is generally recovered from customers in regulated rates. Accordingly, gains and losses associated with interim 
price movements on such contracts are recorded as regulatory assets or liabilities. Financial results may be negatively impacted 
if the costs of wholesale electricity, fuel or natural gas are higher than what is permitted to be recovered in rates. MidAmerican 
also uses futures, options and swap agreements to economically hedge gas and electric commodity prices for physical delivery 
to non-regulated customers. MidAmerican does not engage in a material amount of proprietary trading activities. 


The table that follows summarizes our commodity price risk on energy derivative contracts of MidAmerican as of 
December 31, 2009 and 2008 and shows the effects of a hypothetical 10% increase and a 10% decrease in forward market prices 
by the expected volumes for these contracts as of that date. The selected hypothetical change does not reflect what could be 
considered the best or worst case scenarios. Dollars are in millions. 


Fair Value Estimated Fair Value after 
Net Assets Hypothetical Change in 
(Etabilittcs): -ispotieneal Enice Shanes Es 
December 31, 2009) 26400068 cec0 0. eed tet aeanee nd eedasy $(438) 10% increase $(398) 
10% decrease (478) 
December 31, 2008. 2.¢ec0cehhs0 06020 Kobi deta eaewensds $(528) 10% increase $(474) 
10% decrease (582) 


FORWARD-LOOKING STATEMENTS 


Investors are cautioned that certain statements contained in this document, as well as some statements in periodic press 
releases and some oral statements of our officials during presentations about us, are “forward-looking” statements within the 
meaning of the Private Securities Litigation Reform Act of 1995 (the “Act’). Forward-looking statements include statements 
that are predictive in nature, that depend upon or refer to future events or conditions, that include words such as “expects,” 

a plans,” “believes,” “estimates,” or similar expressions. In addition, any statements concerning future 
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“anticipates,” “intends, 
financial performance (including future revenues, earnings or growth rates), ongoing business strategies or prospects, and 
possible future Berkshire actions, which may be provided by management are also forward-looking statements as defined by the 
Act. Forward-looking statements are based on current expectations and projections about future events and are subject to risks, 
uncertainties, and assumptions about us, economic and market factors and the industries in which we do business, among other 
things. These statements are not guaranties of future performance and we have no specific intention to update these statements. 


Actual events and results may differ materially from those expressed or forecasted in forward-looking statements due to a 
number of factors. The principal important risk factors that could cause our actual performance and future events and actions to 
differ materially from such forward-looking statements, include, but are not limited to, changes in market prices of our 
investments in fixed maturity and equity securities, losses realized from derivative contracts, the occurrence of one or more 
catastrophic events, such as an earthquake, hurricane or an act of terrorism that causes losses insured by our insurance 
subsidiaries, changes in insurance laws or regulations, changes in federal income tax laws, and changes in general economic and 
market factors that affect the prices of securities or the industries in which we do business. 
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In June 1996, Berkshire’s Chairman, Warren E. Buffett, issued a booklet entitled ““An Owner’s Manual*” to Berkshire’s 


Class A and Class B shareholders. The purpose of the manual was to explain Berkshire’s broad economic principles of 
operation. An updated version is reproduced on this and the following pages. 


OWNER-RELATED BUSINESS PRINCIPLES 


At the time of the Blue Chip merger in 1983, I set down 13 owner-related business principles that I thought would help 


new shareholders understand our managerial approach. As is appropriate for “principles,” all 13 remain alive and well today, 
and they are stated here in italics. 


1. 


Although our form is corporate, our attitude is partnership. Charlie Munger and I think of our shareholders as owner- 
partners, and of ourselves as managing partners. (Because of the size of our shareholdings we are also, for better or 
worse, controlling partners.) We do not view the company itself as the ultimate owner of our business assets but instead 
view the company as a conduit through which our shareholders own the assets. 


Charlie and I hope that you do not think of yourself as merely owning a piece of paper whose price wiggles around daily 
and that is a candidate for sale when some economic or political event makes you nervous. We hope you instead visualize 
yourself as a part owner of a business that you expect to stay with indefinitely, much as you might if you owned a farm or 
apartment house in partnership with members of your family. For our part, we do not view Berkshire shareholders as 
faceless members of an ever-shifting crowd, but rather as co-venturers who have entrusted their funds to us for what may 
well turn out to be the remainder of their lives. 


The evidence suggests that most Berkshire shareholders have indeed embraced this long-term partnership concept. The 
annual percentage turnover in Berkshire’s shares is a fraction of that occurring in the stocks of other major American 
corporations, even when the shares I own are excluded from the calculation. 


In effect, our shareholders behave in respect to their Berkshire stock much as Berkshire itself behaves in respect to 
companies in which it has an investment. As owners of, say, Coca-Cola or American Express shares, we think of Berkshire 
as being a non-managing partner in two extraordinary businesses, in which we measure our success by the long-term 
progress of the companies rather than by the month-to-month movements of their stocks. In fact, we would not care in the 
least if several years went by in which there was no trading, or quotation of prices, in the stocks of those companies. If we 
have good long-term expectations, short-term price changes are meaningless for us except to the extent they offer us an 
opportunity to increase our ownership at an attractive price. 


In line with Berkshire’s owner-orientation, most of our directors have a major portion of their net worth invested in the 
company. We eat our own cooking. 


Charlie’s family has 80% or more of its net worth in Berkshire shares; I have more than 98%. In addition, many of my 
relatives — my sisters and cousins, for example — keep a huge portion of their net worth in Berkshire stock. 


Charlie and I feel totally comfortable with this eggs-in-one-basket situation because Berkshire itself owns a wide variety of 
truly extraordinary businesses. Indeed, we believe that Berkshire is close to being unique in the quality and diversity of the 
businesses in which it owns either a controlling interest or a minority interest of significance. 


Charlie and I cannot promise you results. But we can guarantee that your financial fortunes will move in lockstep with ours 
for whatever period of time you elect to be our partner. We have no interest in large salaries or options or other means of 
gaining an “edge” over you. We want to make money only when our partners do and in exactly the same proportion. 
Moreover, when I do something dumb, I want you to be able to derive some solace from the fact that my financial suffering 
is proportional to yours. 


Our long-term economic goal (subject to some qualifications mentioned later) is to maximize Berkshire’s average annual 
rate of gain in intrinsic business value on a per-share basis. We do not measure the economic significance or performance 
of Berkshire by its size; we measure by per-share progress. We are certain that the rate of per-share progress will diminish 
in the future — a greatly enlarged capital base will see to that. But we will be disappointed if our rate does not exceed that 
of the average large American corporation. 


Our preference would be to reach our goal by directly owning a diversified group of businesses that generate cash and 
consistently earn above-average returns on capital. Our second choice is to own parts of similar businesses, attained 
primarily through purchases of marketable common stocks by our insurance subsidiaries. The price and availability of 
businesses and the need for insurance capital determine any given year’s capital allocation. 


* Copyright © 1996 By Warren E. Buffett 
All Rights Reserved 
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In recent years we have made a number of acquisitions. Though there will be dry years, we expect to make many more in 
the decades to come, and our hope is that they will be large. If these purchases approach the quality of those we have made 
in the past, Berkshire will be well served. 


The challenge for us is to generate ideas as rapidly as we generate cash. In this respect, a depressed stock market is likely 
to present us with significant advantages. For one thing, it tends to reduce the prices at which entire companies become 
available for purchase. Second, a depressed market makes it easier for our insurance companies to buy small pieces of 
wonderful businesses — including additional pieces of businesses we already own — at attractive prices. And third, some of 
those same wonderful businesses, such as Coca-Cola, are consistent buyers of their own shares, which means that they, and 
we, gain from the cheaper prices at which they can buy. 


Overall, Berkshire and its long-term shareholders benefit from a sinking stock market much as a regular purchaser of food 
benefits from declining food prices. So when the market plummets — as it will from time to time — neither panic nor mourn. 
It’s good news for Berkshire. 


Because of our two-pronged approach to business ownership and because of the limitations of conventional accounting, 
consolidated reported earnings may reveal relatively little about our true economic performance. Charlie and I, both as 
owners and managers, virtually ignore such consolidated numbers. However, we will also report to you the earnings of 
each major business we control, numbers we consider of great importance. These figures, along with other information we 
will supply about the individual businesses, should generally aid you in making judgments about them. 


To state things simply, we try to give you in the annual report the numbers and other information that really matter. Charlie 
and I pay a great deal of attention to how well our businesses are doing, and we also work to understand the environment in 
which each business is operating. For example, is one of our businesses enjoying an industry tailwind or is it facing a 
headwind? Charlie and I need to know exactly which situation prevails and to adjust our expectations accordingly. We will 
also pass along our conclusions to you. 


Over time, the large majority of our businesses have exceeded our expectations. But sometimes we have disappointments, 
and we will try to be as candid in informing you about those as we are in describing the happier experiences. When we use 
unconventional measures to chart our progress — for instance, you will be reading in our annual reports about insurance 
“float” — we will try to explain these concepts and why we regard them as important. In other words, we believe in telling 
you how we think so that you can evaluate not only Berkshire’s businesses but also assess our approach to management 
and capital allocation. 


Accounting consequences do not influence our operating or capital-allocation decisions. When acquisition costs are 
similar, we much prefer to purchase $2 of earnings that is not reportable by us under standard accounting principles than 
to purchase $1 of earnings that is reportable. This is precisely the choice that often faces us since entire businesses (whose 
earnings will be fully reportable) frequently sell for double the pro-rata price of small portions (whose earnings will be 
largely unreportable). In aggregate and over time, we expect the unreported earnings to be fully reflected in our intrinsic 
business value through capital gains. 


We have found over time that the undistributed earnings of our investees, in aggregate, have been fully as beneficial to 
Berkshire as if they had been distributed to us (and therefore had been included in the earnings we officially report). This 
pleasant result has occurred because most of our investees are engaged in truly outstanding businesses that can often 
employ incremental capital to great advantage, either by putting it to work in their businesses or by repurchasing their 
shares. Obviously, every capital decision that our investees have made has not benefitted us as shareholders, but overall we 
have garnered far more than a dollar of value for each dollar they have retained. We consequently regard look-through 
earnings as realistically portraying our yearly gain from operations. 


We use debt sparingly and, when we do borrow, we attempt to structure our loans on a long-term fixed-rate basis. We will 
reject interesting opportunities rather than over-leverage our balance sheet. This conservatism has penalized our results 
but it is the only behavior that leaves us comfortable, considering our fiduciary obligations to policyholders, lenders and 
the many equity holders who have committed unusually large portions of their net worth to our care. (As one of the 
Indianapolis “500” winners said: “To finish first, you must first finish.” ) 


The financial calculus that Charlie and I employ would never permit our trading a good night’s sleep for a shot at a few 
extra percentage points of return. I’ve never believed in risking what my family and friends have and need in order to 
pursue what they don’t have and don’t need. 


Besides, Berkshire has access to two low-cost, non-perilous sources of leverage that allow us to safely own far more assets 
than our equity capital alone would permit: deferred taxes and “float,” the funds of others that our insurance business holds 
because it receives premiums before needing to pay out losses. Both of these funding sources have grown rapidly and now 
total about $80 billion. 
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Better yet, this funding to date has often been cost-free. Deferred tax liabilities bear no interest. And as long as we can 
break even in our insurance underwriting the cost of the float developed from that operation is zero. Neither item, of 
course, is equity; these are real liabilities. But they are liabilities without covenants or due dates attached to them. In effect, 
they give us the benefit of debt — an ability to have more assets working for us — but saddle us with none of its drawbacks. 


Of course, there is no guarantee that we can obtain our float in the future at no cost. But we feel our chances of attaining 
that goal are as good as those of anyone in the insurance business. Not only have we reached the goal in the past (despite a 
number of important mistakes by your Chairman), our 1996 acquisition of GEICO, materially improved our prospects for 
getting there in the future. 


In our present configuration (2010) we expect additional borrowings to be concentrated in our utilities and railroad businesses, 
loans that are non-recourse to Berkshire. Here, we will favor long-term, fixed-rate loans. When we make a truly large 
purchase, as we did with BNSF, we will borrow money at the parent company level with the intent of quickly paying it back. 


A managerial “wish list” will not be filled at shareholder expense. We will not diversify by purchasing entire businesses at 
control prices that ignore long-term economic consequences to our shareholders. We will only do with your money what 
we would do with our own, weighing fully the values you can obtain by diversifying your own portfolios through direct 
purchases in the stock market. 


Charlie and I are interested only in acquisitions that we believe will raise the per-share intrinsic value of Berkshire’s stock. 
The size of our paychecks or our offices will never be related to the size of Berkshire’s balance sheet. 


We feel noble intentions should be checked periodically against results. We test the wisdom of retaining earnings by 
assessing whether retention, over time, delivers shareholders at least $1 of market value for each $1 retained. To date, this 
test has been met. We will continue to apply it on a five-year rolling basis. As our net worth grows, it is more difficult to 
use retained earnings wisely. 


I should have written the “five-year rolling basis” sentence differently, an error I didn’t realize until I received a question 
about this subject at the 2009 annual meeting. 


When the stock market has declined sharply over a five-year stretch, our market-price premium to book value has 
sometimes shrunk. And when that happens, we fail the test as I improperly formulated it. In fact, we fell far short as early 
as 1971-75, well before I wrote this principle in 1983. 


The five-year test should be: (1) during the period did our book-value gain exceed the performance of the S&P; and (2) did 
our stock consistently sell at a premium to book, meaning that every $1 of retained earnings was always worth more than 
$1? If these tests are met, retaining earnings has made sense. 


We will issue common stock only when we receive as much in business value as we give. This rule applies to all forms of 
issuance — not only mergers or public stock offerings, but stock-for-debt swaps, stock options, and convertible securities as 
well. We will not sell small portions of your company — and that is what the issuance of shares amounts to — on a basis 
inconsistent with the value of the entire enterprise. 


When we sold the Class B shares in 1996, we stated that Berkshire stock was not undervalued — and some people found 
that shocking. That reaction was not well-founded. Shock should have registered instead had we issued shares when our 
stock was undervalued. Managements that say or imply during a public offering that their stock is undervalued are usually 
being economical with the truth or uneconomical with their existing shareholders’ money: Owners unfairly lose if their 
managers deliberately sell assets for 80¢ that in fact are worth $1. We didn’t commit that kind of crime in our offering of 
Class B shares and we never will. (We did not, however, say at the time of the sale that our stock was overvalued, though 
many media have reported that we did.) 


You should be fully aware of one attitude Charlie and I share that hurts our financial performance: Regardless of price, we 
have no interest at all in selling any good businesses that Berkshire owns. We are also very reluctant to sell sub-par 
businesses as long as we expect them to generate at least some cash and as long as we feel good about their managers and 
labor relations. We hope not to repeat the capital-allocation mistakes that led us into such sub-par businesses. And we 
react with great caution to suggestions that our poor businesses can be restored to satisfactory profitability by major 
capital expenditures. (The projections will be dazzling and the advocates sincere, but, in the end, major additional 
investment in a terrible industry usually is about as rewarding as struggling in quicksand.) Nevertheless, gin rummy 
managerial behavior (discard your least promising business at each turn) is not our style. We would rather have our 
overall results penalized a bit than engage in that kind of behavior. 


We continue to avoid gin rummy behavior. True, we closed our textile business in the mid-1980’s after 20 years of 
struggling with it, but only because we felt it was doomed to run never-ending operating losses. We have not, however, 
given thought to selling operations that would command very fancy prices nor have we dumped our laggards, though we 
focus hard on curing the problems that cause them to lag. 
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We will be candid in our reporting to you, emphasizing the pluses and minuses important in appraising business value. Our 
guideline is to tell you the business facts that we would want to know if our positions were reversed. We owe you no less. 
Moreover, as a company with a major communications business, it would be inexcusable for us to apply lesser standards of 
accuracy, balance and incisiveness when reporting on ourselves than we would expect our news people to apply when 
reporting on others. We also believe candor benefits us as managers: The CEO who misleads others in public may 
eventually mislead himself in private. 


At Berkshire you will find no “big bath” accounting maneuvers or restructurings nor any “smoothing” of quarterly or 
annual results. We will always tell you how many strokes we have taken on each hole and never play around with the 
scorecard. When the numbers are a very rough “guesstimate,” as they necessarily must be in insurance reserving, we will 
try to be both consistent and conservative in our approach. 


We will be communicating with you in several ways. Through the annual report, I try to give all shareholders as much 
value-defining information as can be conveyed in a document kept to reasonable length. We also try to convey a liberal 
quantity of condensed but important information in the quarterly reports we post on the internet, though I don’t write those 
(one recital a year is enough). Still another important occasion for communication is our Annual Meeting, at which Charlie 
and I are delighted to spend five hours or more answering questions about Berkshire. But there is one way we can’t 
communicate: on a one-on-one basis. That isn’t feasible given Berkshire’s many thousands of owners. 


In all of our communications, we try to make sure that no single shareholder gets an edge: We do not follow the usual 
practice of giving earnings “guidance” or other information of value to analysts or large shareholders. Our goal is to have 
all of our owners updated at the same time. 


Despite our policy of candor, we will discuss our activities in marketable securities only to the extent legally required. 
Good investment ideas are rare, valuable and subject to competitive appropriation just as good product or business 
acquisition ideas are. Therefore we normally will not talk about our investment ideas. This ban extends even to securities 
we have sold (because we may purchase them again) and to stocks we are incorrectly rumored to be buying. If we deny 
those reports but say “no comment” on other occasions, the no-comments become confirmation. 


Though we continue to be unwilling to talk about specific stocks, we freely discuss our business and investment 
philosophy. I benefitted enormously from the intellectual generosity of Ben Graham, the greatest teacher in the history of 
finance, and I believe it appropriate to pass along what I learned from him, even if that creates new and able investment 
competitors for Berkshire just as Ben’s teachings did for him. 


TWO ADDED PRINCIPLES 


14. To the extent possible, we would like each Berkshire shareholder to record a gain or loss in market value during his period 


1D: 


of ownership that is proportional to the gain or loss in per-share intrinsic value recorded by the company during that 
holding period. For this to come about, the relationship between the intrinsic value and the market price of a Berkshire 
share would need to remain constant, and by our preferences at 1-to-1. As that implies, we would rather see Berkshire’s 
stock price at a fair level than a high level. Obviously, Charlie and I can’t control Berkshire’s price. But by our policies 
and communications, we can encourage informed, rational behavior by owners that, in turn, will tend to produce a stock 
price that is also rational. Our it’s-as-bad-to-be-overvalued-as-to-be-undervalued approach may disappoint some 
shareholders. We believe, however, that it affords Berkshire the best prospect of attracting long-term investors who seek to 
profit from the progress of the company rather than from the investment mistakes of their partners. 


We regularly compare the gain in Berkshire’s per-share book value to the performance of the S&P 500. Over time, we hope to 
outpace this yardstick. Otherwise, why do our investors need us? The measurement, however, has certain shortcomings that 
are described in the next section. Moreover, it now is less meaningful on a year-to-year basis than was formerly the case. That 
is because our equity holdings, whose value tends to move with the S&P 500, are a far smaller portion of our net worth than 
they were in earlier years. Additionally, gains in the S&P stocks are counted in full in calculating that index, whereas gains in 
Berkshire’s equity holdings are counted at 65% because of the federal tax we incur. We, therefore, expect to outperform the 
S&P in lackluster years for the stock market and underperform when the market has a strong year. 


INTRINSIC VALUE 


Now let’s focus on a term that I mentioned earlier and that you will encounter in future annual reports. 


Intrinsic value is an all-important concept that offers the only logical approach to evaluating the relative attractiveness of 


investments and businesses. Intrinsic value can be defined simply: It is the discounted value of the cash that can be taken out of 
a business during its remaining life. 


The calculation of intrinsic value, though, is not so simple. As our definition suggests, intrinsic value is an estimate rather than 


a precise figure, and it is additionally an estimate that must be changed if interest rates move or forecasts of future cash flows are 
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revised. Two people looking at the same set of facts, moreover — and this would apply even to Charlie and me — will almost 
inevitably come up with at least slightly different intrinsic value figures. That is one reason we never give you our estimates of 
intrinsic value. What our annual reports do supply, though, are the facts that we ourselves use to calculate this value. 


Meanwhile, we regularly report our per-share book value, an easily calculable number, though one of limited use. The 
limitations do not arise from our holdings of marketable securities, which are carried on our books at their current prices. Rather 
the inadequacies of book value have to do with the companies we control, whose values as stated on our books may be far 
different from their intrinsic values. 


The disparity can go in either direction. For example, in 1964 we could state with certitude that Berkshire’s per-share book 
value was $19.46. However, that figure considerably overstated the company’s intrinsic value, since all of the company’s resources 
were tied up in a sub-profitable textile business. Our textile assets had neither going-concern nor liquidation values equal to their 
carrying values. Today, however, Berkshire’s situation is reversed: Now, our book value far understates Berkshire’s intrinsic value, 
a point true because many of the businesses we control are worth much more than their carrying value. 


Inadequate though they are in telling the story, we give you Berkshire’s book-value figures because they today serve as a 
rough, albeit significantly understated, tracking measure for Berkshire’s intrinsic value. In other words, the percentage change in 
book value in any given year is likely to be reasonably close to that year’s change in intrinsic value. 


You can gain some insight into the differences between book value and intrinsic value by looking at one form of 
investment, a college education. Think of the education’s cost as its “book value.” If this cost is to be accurate, it should include 
the earnings that were foregone by the student because he chose college rather than a job. 


For this exercise, we will ignore the important non-economic benefits of an education and focus strictly on its economic value. 
First, we must estimate the earnings that the graduate will receive over his lifetime and subtract from that figure an estimate of what 
he would have earned had he lacked his education. That gives us an excess earnings figure, which must then be discounted, at an 
appropriate interest rate, back to graduation day. The dollar result equals the intrinsic economic value of the education. 


Some graduates will find that the book value of their education exceeds its intrinsic value, which means that whoever paid 
for the education didn’t get his money’s worth. In other cases, the intrinsic value of an education will far exceed its book value, 
a result that proves capital was wisely deployed. In all cases, what is clear is that book value is meaningless as an indicator of 
intrinsic value. 


THE MANAGING OF BERKSHIRE 


I think it’s appropriate that I conclude with a discussion of Berkshire’s management, today and in the future. As our first 
owner-related principle tells you, Charlie and I are the managing partners of Berkshire. But we subcontract all of the heavy 
lifting in this business to the managers of our subsidiaries. In fact, we delegate almost to the point of abdication: Though 
Berkshire has about 257,000 employees, only 21 of these are at headquarters. 


Charlie and I mainly attend to capital allocation and the care and feeding of our key managers. Most of these managers are 
happiest when they are left alone to run their businesses, and that is customarily just how we leave them. That puts them in 
charge of all operating decisions and of dispatching the excess cash they generate to headquarters. By sending it to us, they 
don’t get diverted by the various enticements that would come their way were they responsible for deploying the cash their 
businesses throw off. Furthermore, Charlie and I are exposed to a much wider range of possibilities for investing these funds 
than any of our managers could find in his or her own industry. 


Most of our managers are independently wealthy, and it’s therefore up to us to create a climate that encourages them to 
choose working with Berkshire over golfing or fishing. This leaves us needing to treat them fairly and in the manner that we 
would wish to be treated if our positions were reversed. 


As for the allocation of capital, that’s an activity both Charlie and I enjoy and in which we have acquired some useful 
experience. In a general sense, grey hair doesn’t hurt on this playing field: You don’t need good hand-eye coordination or well- 
toned muscles to push money around (thank heavens). As long as our minds continue to function effectively, Charlie and I can 
keep on doing our jobs pretty much as we have in the past. 


On my death, Berkshire’s ownership picture will change but not in a disruptive way: None of my stock will have to be sold to 
take care of the cash bequests I have made or for taxes. Other assets of mine will take care of these requirements. All Berkshire 
shares will be left to foundations that will likely receive the stock in roughly equal installments over a dozen or so years. 
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At my death, the Buffett family will not be involved in managing the business but, as very substantial shareholders, will 
help in picking and overseeing the managers who do. Just who those managers will be, of course, depends on the date of my 
death. But I can anticipate what the management structure will be: Essentially my job will be split into two parts. One executive 
will become CEO and responsible for operations. The responsibility for investments will be given to one or more executives. If 
the acquisition of new businesses is in prospect, these executives will cooperate in making the decisions needed, subject, of 
course, to board approval. We will continue to have an extraordinarily shareholder-minded board, one whose interests are 
solidly aligned with yours. 


Were we to need the management structure I have just described on an immediate basis, our directors know my 
recommendations for both posts. All candidates currently work for or are available to Berkshire and are people in whom I have 
total confidence. Our managerial roster has never been stronger. 


I will continue to keep the directors posted on the succession issue. Since Berkshire stock will make up virtually my entire 
estate and will account for a similar portion of the assets of various foundations for a considerable period after my death, you 
can be sure that the directors and I have thought through the succession question carefully and that we are well prepared. You 
can be equally sure that the principles we have employed to date in running Berkshire will continue to guide the managers who 
succeed me and that our unusually strong and well-defined culture will remain intact. As an added assurance that this will be the 
case, I believe it would be wise when I am no longer CEO to have a member of the Buffett family serve as the non-paid, 
non-executive Chairman of the Board. That decision, however, will be the responsibility of the then Board of Directors. 


Lest we end on a morbid note, I also want to assure you that I have never felt better. I love running Berkshire, and if 
enjoying life promotes longevity, Methuselah’s record is in jeopardy. 


Warren E. Buffett 
Chairman 


STOCK PERFORMANCE GRAPH 


The following chart compares the subsequent value of $100 invested in Berkshire common stock on December 31, 2004 
with a similar investment in the Standard and Poor’s 500 Stock Index and in the Standard and Poor’s Property—Casualty 
Insurance Index.** 


A Berkshire Hathaway Inc. 
--@--- S&P 500 Index 
a —g— S&P 500 Property & Casualty Insurance Index ‘| 


DOLLARS 


2004 2005 2006 2007 2008 2009 


* — Cumulative return for the Standard and Poor’s indices based on reinvestment of dividends. 


** Tt would be difficult to develop a peer group of companies similar to Berkshire. The Corporation owns subsidiaries 
engaged in a number of diverse business activities of which the most important is the property and casualty insurance 
business and, accordingly, management has used the Standard and Poor’s Property—Casualty Insurance Index for 
comparative purposes. 
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BERKSHIRE HATHAWAY INC. 
COMMON STOCK 


General 


Berkshire has two classes of common stock designated Class A common stock and Class B common stock. Each share of 
Class A common stock is convertible, at the option of the holder, into 1,500 shares of Class B common stock. Shares of Class B 
common stock are not convertible into shares of Class A common stock. 


Stock Transfer Agent 


Wells Fargo Bank, N.A., P. O. Box 64854, St. Paul, MN 55164-0854 serves as Transfer Agent and Registrar for the 
Company’s common stock. Correspondence may be directed to Wells Fargo at the address indicated or at 
wellsfargo.com/shareownerservices. Telephone inquiries should be directed to the Shareowner Relations Department at 
1-877-602-7411 between 7:00 A.M. and 7:00 P.M. Central Time. Certificates for re-issue or transfer should be directed to the 
Transfer Department at the address indicated. 


Shareholders of record wishing to convert Class A common stock into Class B common stock may contact Wells Fargo in 
writing. Along with the underlying stock certificate, shareholders should provide Wells Fargo with specific written instructions 
regarding the number of shares to be converted and the manner in which the Class B shares are to be registered. We recommend 
that you use certified or registered mail when delivering the stock certificates and written instructions. 


If Class A shares are held in “street name,” shareholders wishing to convert all or a portion of their holding should contact 
their broker or bank nominee. It will be necessary for the nominee to make the request for conversion. 


Shareholders 


Berkshire had approximately 4,400 record holders of its Class A common stock and 23,500 record holders of its Class B 
common stock at February 18, 2010. Record owners included nominees holding at least 600,000 shares of Class A common 
stock and 790,000,000 shares of Class B common stock on behalf of beneficial-but-not-of-record owners. 


Price Range of Common Stock 


Berkshire’s Class A and Class B common stock are listed for trading on the New York Stock Exchange, trading symbol: 
BRK.A and BRK.B. The following table sets forth the high and low sales prices per share, as reported on the New York Stock 
Exchange Composite List during the periods indicated: 


2009 2008 
Class A Class B * Class A Class B * 
High Low High Low High Low High Low 
First'Quarter’ «fs sc0 oaceucdsds aaldeaanes abe $102,600 $70,050 $68.40 $44.82 $145,900 $126,100 $97.16 $83.00 
Second Quarter ....... 00.2... eee eee eee 95,500 83,957 63.10 54.82 135,500 119,450 9040 79.60 
Whit Quarter ¢.435-<.5b5.00-2.3 sh cacaedd 4 ate 8 108,450 84,600 71.38 54.66 147,000 111,000 91.90 74.02 
Fourth Quarter... 0.0... 0... eee eee eee 105,980 97,870 70.00 64.22 140,900 74,100 94.00 49.02 


* Adjusted for the 50-for-1 Class B stock split that became effective on January 21, 2010. 


Dividends 


Berkshire has not declared a cash dividend since 1967. 
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BERKSHIRE HATHAWAY INC. 


OPERATING COMPANIES 
INSURANCE BUSINESSES 

Company Employees Company 
Berkshire Hathaway Homestate Companies .... 591 General Re Corporation ................... 
Berkshire Hathaway Reinsurance Group ....... 523 Kansas Bankers Surety Company ........... 
Boat America Corporation ................... 379 Medical Protective Corporation ............ 
Central States Indemnity Co. ................. 408 National Indemnity Primary Group ......... 
ELEC ich a gst ade Mona reccdg Goiata shaaewtahomeata ud 23,549 United States Liability Insurance Group ..... 

Insurance total .......................00.. 

NON-INSURANCE BUSINESSES 

Company Employees Company 
Acme Building Brands ....................... 1947- Kingston. coe esc cc ede es ae cee gadk wee ERO 
Adalét ! ck. hi sis ached ead ee bewee Pee eis 191. ‘Kirby s2..sshesis ied oad ee ee ee 
Altaquip:®) 5.4 s.cie wie gccee tales dpa heer he 329 LLarson-JUbl ooo ccc ee ee ae ees 
Applied Underwriters, Inc. .................... 471 The Marmon Group™ ..................... 
Ben Bridge Jeweler ...................0-00-05 744 McLane Company .....................+4-. 
Benjamin Moore .....................0 200 eee 2,380 MidAmerican Energy Company® ........... 
Borsheims Jewelry ............... 0.0000 ee eee 168 MidAmerican Energy Holdings Company” ... 
Burlington Northern Santa Fe ® ............... 35,000 MiTekInc. ................ 0.00.00 20 eee eee 
The Buffalo News................ 0.0 e ee eee ee 730 Nebraska Furniture Mart................... 
Business: Wire's: 3cc5 034 ¢a)en pee eee seeing aW a AQS:. Nethets: 2:43 2ei aceon ebete daverediemieed aie 
CalEnergy @ .........0. 0.0... 360 Northern Natural Gas® .................... 
Campbell Hausfeld ®™ ........................ 448 Northern and Yorkshire Electric ® ........... 
Carefree of Colorado ..................005. 172 Northland ® ............ 0.00.00... cee 
Clayton Homes, Inc. ...................2-005- 125133: | PacitiCorp © cs.e. eisai veakaG route senor 
Cleveland Wood Products .................. 80 = Pacific Power @ ................0. 000.000 
CORT Business Services ...................... 2,248 The Pampered Chef........................ 
CTB International ........................... 1,165 Precision Steel Warehouse .................. 
Dairy Queen 5.5 s55 cise. sak oes aan ae eee 2,342 Richline Group .......................005- 
Douglas/Quikut ) 0.0.0.0... 0. ee eee eee 56 Rocky Mountain Power® .................. 
Fechheimer Brothers ....................-0--5 677 Russell Corporation® ..................... 
FlightSafety International .................... 4,140 Other Scott Fetzer Companies ®™ ............. 
Forest River, Inc. ................. 0.000000 ue 5,355 See’s Candies ............. 0.000000 eee eee 
Branc€ gc. oeceseaic tek see dag ee ee Shae eae 80 Shaw Industries ......................0000. 
Fruit of the Loom ® .........0...0........00.. 20:952 “Stahl eceie ae Ae ee ced whe de eee 
MAT ADN 5 3? che scene tale oe arta ets oe ee ae od 4.485 Star Furniture ........................008. 
H. H. Brown Shoe Group ..................... 1,162, “PPISIMNGS: 613-5 iateid rae gh bebe hwddnd s 
Halex ic. c.f che Bade aia a staal ae aos 96 United Consumer Financial Services“ ........ 
Helzberg’s Diamond Shops ................... 2,147 Vanity Fair Brands, Inc.® .................. 
HomeServices of America® ................... 2,415 Wayne Water Systems ................... 
| | i ae 9,583 Wesco Financial Corp. ..................... 
Johns Manville .............. 0.0.00 e eee ee eee 6,411 Western Enterprises ..................... 
Jordan’s Furniture ......................0000, 812 R.C. Willey Home Furnishings .............. 
Justin Brands ............ 0.0.0... cece eee eee 793 World Book® .......... 0.0.0... eee 
Kern River Gas Transmission Company® ...... 162: “XTRA: occ 5 ches koedeen get see same len eee 

Non-insurance total ....................204- 

Corporate Office .................. 000.005. 


“) A Scott Fetzer Company 

2) A MidAmerican Energy Holdings Company 

G) A Fruit of the Loom, Inc. Company 

4) Approximately 130 manufacturing and service businesses that operate within 11 business sectors. 
©) Acquired on February 12, 2010 
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546 
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BERKSHIRE HATHAWAY INC. 


DIRECTORS OFFICERS 

WARREN E. BUFFETT, WARREN E. BUFFETT, Chairman and CEO 
Chien GEOG Beanie CHARLES T. MUNGER, Vice Chairman 

CHARLES T. MUNGER, MARC D. HAMBURG, Senior Vice President and CFO 
Whee SGU Maa BCOSINE SHARON L. HECK, Vice President 

HOWARD G. BUFFETT, DANIEL J. JAKSICH, Vice President, Controller 
PEGE ey Benes Earns MARK D. MILLARD, Vice President 

STEPHEN B. BURKE, FORREST N. KRUTTER, Secretary 


Chief Operating Officer of Comcast Corporation, 
a provider of entertainment, information and 
communications products. 


REBECCA K. AMICK, Director of Internal Auditing 


SUSAN L. DECKER, 


Entrepreneur-in-Residence at Harvard Business School 


WILLIAM H. GATES IT, 
Chairman of the Board of Directors of Microsoft Corp, 
a software company. 


DAVID S. GOTTESMAN, 
Senior Managing Director of First Manhattan 
Company, an investment advisory firm. 


CHARLOTTE GUYMAN, 
Chairman of the Board of Directors of 
UW Medicine, an academic medical center. 


DONALD R. KEOUGH, 
Chairman of Allen and Company Incorporated, an 
investment banking firm. 


THOMAS S. MURPHY, 
Former Chairman of the Board and CEO of Capital 
Cities/ABC 


RONALD L. OLSON, 
Partner of the law firm of Munger, Tolles & Olson LLP 


WALTER SCOTT, JR., 

Chairman of Level 3 Communications, a successor to 
certain businesses of Peter Kiewit Sons’ Inc. which 
is engaged in telecommunications and computer 
outsourcing. 


Letters from Annual Reports (1977 through 2009), quarterly reports, press releases and other information about 
Berkshire may be obtained on the Internet at www.berkshirehathaway.com. 


BERKSHIRE HATHAWAY INC. 
Executive Offices — 3555 Farnam Street, Omaha, Nebraska 68131 


